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Committee  on  Ways  and  Means, 

House  of  Representatives, 

Thursday,  June  27,  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Claude  Kitchin 
(chairman)  presiding. 

There  were  present  also  Representatives  Rainey,  Dixon,  Hull,  Gar- 
ner, ColliOT,  Dickinson,  Oldfteld,  Crisp,  Carew,  Fordney,  Moore, 
Green,  Sloan,  Longworth,  Fairchild,  Sterling,  Hawley,  and  Treadway. 

The  committee  had  under  consideration  the  bill  providing  for  the 
fourth  libertv  bond  authorization,  which  is  as  follows: 

A  HILL  To  authorize  an  ndditional  issue  of  bonds  to  meet  expenditures  for  the  national  security  and 
defense,  and,  for  the  purpose  of  assisting  in  the  proseeutk>n  of  the  war,  to  extend  additional  credit  to 
ftMeign  GoTeratnents,  and  for  other  purposes. 

Be  U  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  Anuriai 
in  Congress  assenMed,  That  section  one  of  the  second  liberty  bond  act,  a8  amended 
by  the' third  liberty  bond  act,  is  hereby  further  amended  by  striking  out  the  figures 
"$12,000,000,000"  and  insertin<^  in  lieu  thereof  the  figures    *20, 000, 000,000." 

Sec.  2.  That  section  two  of  the  second  liberty  bond  act,  aa  amended  by  the  third 
liberty  bond  act,  is  hereby  further  amended  by  striking  out  the  %ure8  $5,500,000,000 
and  inserting  in  lieu  th««of  the  figures  $7,000,000,000. 

Sec  3.  ..  ..   

amended 

and  .  ,  .  . 

or  foreign  moneys,  and  bonds  of  the  War  Finance  Corporation  uayable  in  any  foreign 
money  or  foreign  moneys  exclusively  or  in  the  altamative,  shall,  if  and  to  the  extent 
expressed  in  sudi  bonds  at  the  time*of  their  issue,  with  the  approval  of  the  Secretary 
of  the  Treasury,  while  beneficially  owned  by  a  nonresident  alien  individual  or  by  a 
foreign  corporation,  partnership,  or  association,  not  engaged  in  business  in  the  United 
States,  be  exempt  both  as  to  principal  and  interest  from  any  and  all  taxation  now  or 
hereafter  imposed  by  the  United  States  or  any  of  the  possessions  of  the  United  States, 
any  State,  or  by  any  local  taxing  authority. . 

"Sec.  4.  That  any  incorporated  bank  or  trust  company  designated  as  a  depositary 
by  the  Secretary  of  the  Treasury  under  the  authority  conferred  by  section  eight  of 
the  second  liberty  bond  act,  as  amended  by  the  third  liberty  bond  act,  which  gives 
securitv  for  such  deposits  as,  and  to  amounts,  by  him  prescribed,  may,  upon  and  sub- 
ject to  such  terms  and  conditions  as  the  Secretary  of  the  Treasury  may  i)re8cribe, 
act  as  a  fiscal  agrat  of  tiie  United  States  in  <  onnection  with  the  o^arations  of  selling 
and  delivering  any  bonds,  certificates  of  indebtedness,  or  war  savuigB  certificates  of 
the  United  States, 

Sec.  5.  That  the  short  title  of  this  act  shall  be  ''Fomth  liberty  bond  act." 

STATEMENT  OF  HON.  R.  C.  LEFFINGWELL,  ASSISTANT  SEC- 
EETARY  OF  THE  TREASURY,  ACCOMPANIED  BY  HON. 
GEORGE  R.  COOKSEY,  ASSISTANT  TO  THE  SECRETARY  OF 
THE  TREASURY. 

The  Chairman.  TlieCoimnittee  will  come  to  order.  We  have  Mr. 
Leffingwell,  Assistant  Secretary  of  the  Treasury,  here  this  morning, 
to  discuss  the  new  hond  authorization.  Mr.  Leffingwell,  please  just 
explain  to  the  committee  the  necessity  of  it.    We  all  recognize  it. 
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Mr  Leffinowell.  May  I,  Mr.  Chairman,  read  the  Secretary's 
letter  to  you  of  June  12,"  1918,  in  which  he  tran^itted  the  draft  of 

this  bill  ? 

The  Chairman.  Yes,  sir. 

(Mr,  Lefl&ngweU  here  read  the  letter  referred  to,  which  is  as  follows :) 

Treasury  Department, 
Wofihinaton,  June  12,  WIS. 

T)F^R  Mr  Kitchin-  T  venture  to  submit  to  you  lierewitli  a  draft  of  a  fourth  Uberty 
bond  bili  I  shou Id  1  ,e  ^•crv  glad  if  you  would  give  this  bill  vour  consideration  as  ite 
earlv  enactment  would  put'the  Treasury  in  a  podfaon  to.make  plans  well  beforehand 
Lr  tL  fomth  liberty  loaS  in  the  fall.  The  bilfis  very  bnef  and  involves  a  few  flunple 

^'sSonTprovidesforincreasin.^tbeamonnt  of  bond. authorized  from  ?12,000,0(M),000 
tn  «on  nnn  mo  000  This  amount  is  orcater  than  would  be  issued  id  tlie  foui-th  liberty 
l2aH;TifVhe^rac.  i -e  which  was  adopted  successfully  in  the  third  loan  of  making 
Sotment  in  fuU  upon  all  subscriptions  is  followed,  it  wiU  be  nec6«ary  to  have  a 
sul^stantial  margin  to  cover  any  possible  oversubsaaption. 

Son  23d  increase  the  a.Wmt  of  the  appropnation  for  loans  to  foreign  gov- 
em^te  from  $5,500,00(M)(H)  to  sr.OOO.OOO.OOO.  You  will  recall  that  in  askintr  for  the 
™^iati°rof  Sl^OO,^  in  connec'tion  with  the  third  bond  bill  the  require- 

S  tTwe  e  figured  at  $.500,()0U,OO0  a  month  f«r  July,  August  and  Septemb«:.I«m8 
to  the  allies  have  fallen  considerably  below  that  fij?nre  and  the  additional  approiMia- 
tion  would.  I  hope,  carrv  us  through  the  early  winter.  ^ 

UndCT  the  prox^is  of  the  third  liberty  bond  bill  an.t  the  W  ar  P  man.  e  (  or]K,rat.on 
act  bonds  payable  in  forelL-n  moneys  would  be  subject  to  smtaxes  and  excess  profits 
?axi  h,  th?  iiands  of  foi  eiuncrs.  it  would  not  be  possible,  I  fear,  to  sell  bondsjit  ^e 
SJerest  rates  stipulated  without  removing  this  taxation  and  the  provision  of  section 
3  of  this  bill  is  intended  to  do  this.  .  t       c   <^  .i  ,f  =,„Vv 

A  "oSl  deal  of  hardship  in  individual  cases  has  arisen  because  of  the  fact  that  sub^ 
BcrilSSfor  Uberty  bonds  hax  e  paid  their  money  to  banks  and  trust  companies  through- 
?un?r>,-  whicli  were  ^^dlling  to  aid  in  connection  with  the  hberty  loans,  but 
^lich  wen  no  sound  and  subscribers  have  lost  sums  of  money  which  were  sm..ll  m 
he  n  elves  but  big  to  them.   This  has  an  unhappy  effect  and  section  4  ^ould  author^ 
ze  the  sSretory  of  the  Treasury  to  use  the  qiialifie,!  depositary  banks  tliroughout  the 
United  States      fiscal  agents  in  connection  with  these  loan  operations. 

Under  Sr^s  orders  f  must  be  away  for  a  month  to  come,  and  whenever  you  sliouU 
he  rSv  to  corisidcr  these  matters,  I  .should  be  glad  if  you  would  ^veMr.  Lcffingwell 
S  opportunity  to  appear  before  you  and  explain  them  in  greater  detail. 

Cordially,  yours,  ^  ^  McAnoo,  Secretary. 

Hon.  Claude  KrrcHiN,  ,  , 

Batm  of  Repmenlahvei,  Washmr/ton. 

Mr  Leffingwell.  The  bill  increases  the  amount  of  bonds  author- 
ized to  $20,000,000^0  This  figure  is  f  .^''^^I^^^S  Oo'STf' Y^^^^ 
lor  convenience.  We  have  issued  about  $8,000,000,000  ot  bonds 
a  Jaiiist  an  authorization  of  twelve..  That  leaves  four  We  should 
be  free  to  make  practically  an  open  issue  agam  as  we  did  in  counec- 
don  with  the  last  loan  anH  be  in  a  position  to  look  the  future  m  the 
ace  for  a  lew  months.  In  any  case,  the  authorization  suggested  does 
lult  cover  the  estimates  for  the  ^\  year  1919,  even  •  assuming  a 
irreatlv  increased  revenue  from  taxation. 

^  The  Chairman.  Mr.  LeffiingweU  why  would  it  not  be  wise  to 

increase  the  authorization  up  to  the  ^T"^*  Jj^^^o^iJ^fo^^^ 
have  got  to  have.    The  estunate  is  made.of  »24,090,000,000  loi  the 
expenditures  of  next  year,  and  we  are  trying  to  raise  $8,000,000,000 

thj-ough  taxes. 

ATr  Leffingwell.  Yes.  ,  .      jj-x-  4-^ 

The  Chairman.  Making  $12,000,000,000  m  bonds,  m  addition  to 
the  four  billions  already  authorized  but  not  yet  issu^-    fe  it 
that  we  should  wait  and  have  another  bond  act  or  authonze  it  at 
once,  so  that  you  can  sell  whatever  conditions  require ! 
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Mr.  Leffingwell.  I  think  it  was  ui  the  Secretary's  thought  that 
this  left  an  ample  margm  for  any  bonds  we  could  issue  before  Congress 
would  be  in  a  position  again  to  hear  any  suggestions  he  might  have 
to  make,  and  that  it  was  on  the  whole  wiser  and  would  be  more  m 
keeping  with  the  wishes  of  Congress  that  he  should  ask  only  for  such 
an  amount. 

Mr.  Hri.L.  Then,  besides  that  there  are  so  many  changes  gomg  on 
that  next  fall  or  winter  it  is  more  than  Ukely  to  be  found  necessary 

to  insert  some  modifications. 

The  Chairman.  Or  issue  mcue  bonds  on  top  of  that. 

Mr.  Hri-L.  But  on  the  other  hand  it  is  possible  that  a  substantial 
amount  of  our  estimates  h)v  tliis  vcar,  which,  although  th^  will 
be  utilized,  would  extend  the  mukmg  of  contracts  which  do  not 
call  for  payment  until  later  on.  those  conditions  will  come  up  during 
the  snring\ir  the  latter  part  of  tlie  winter. 

The  Chairman.  We  have  no  objection,  whichever  you  preter. 

Mr.  Lei  FiNOWELb.  On  the  whole.  I  iuivc  a  slight  i)refcren(  e  for 
leaving  the  hgure  what  it  is.  But  it  would  be  entirely  acceptable 
if  you  were  to  add  o  round  amount  calculated  to  cover  the  estimates 
for  the  rest  of  the  fiscal  year.  .  . 

Mr.  FoRDXEY.  We  are  getting  so  accustomed  to  appro])riating  m 
large  figures  that  Mr.  Kitchin  thinks  four  or  live  billions  would 

not  make  any  difference. 

The  Chairman.  I  just  wanted  to  know  your  view  in  respect  to 
that,  whether  it  sliould  ail  be  done  now  or  a  part  of  it  now.  Perhaps 
the  latter  would  be  wiser. 

Mr.  Steeling.  How  many  bonds  have  been  sold  now  < 

Mr.  Leffingwelt..  Ten  billions,  roughly. 

Mr.  Sterling.  And  the  taxes  collectetl  tins  yeai*  are  a  little  more. 

than  four  billions  ? 

Mr.  Leffingwell.  A  little  more  than  fourbdlions  is  the  estimate. 
Mr.  Sterling.  Will  that  answer  the  purposes  of  the  case  up  to 

the  1st  of  July?  ,  ,         .     ,  , 

Mr.  LEFFINGWELL.  Just  about,  and  leave  a  billion  m  the  gfflieral 

fund  balance.  ,     ,      ,  •„•      v.       x  n 

The  Chairman.  You  do  not  mean  that  four  bdlions  has  actually 

been  collected,  but  estimate  that  you  will  collect  it  in  this  tax  year « 
^At  Cooksey  "Ygs. 

Mr.  Sterling.  Does  that  leave  a  billion  for  working  purposes  ? 

Mr.  Leffingwell.  Roughly,  a  billion  for  working  capital,  lou 
can  not  do  business  on  the  basis  of  spending  a  billion  and  a  half  a 
month  without  keepmg  a  little  in  the  bank  to  see  you  through. 

Mr.  FoRDNEY.  Ml-.  Leffmgwell,  that  statement  of  four  billions  is 
just  a  little  confusing  to  me.  Let  me  understand  it.  Do  you  mean 
to  say  we  will  collect  four  billions  under  this  fiscal  year,  of  revenues 

>  of  all  kinds  ( 

Mr.  Leffingwell.  That  is  correct. 

Mr.  FoRDNEY.  Then  going  on  that  basis,  the  existing  law  would 
produce  a  great  deal  more  next  year,  because  the  last  revenue  act 
did  not  become  effective  until  t:he  4th  of  October,  and  therefore 
four  billions  this  year  is  not  ii  full  year's  collection  under  existing  law  ? 

Mr.  Leffingwell.  This  was  a  full  year's  collection  except  for  the 
miscellaneous  receipts.  The  revenue  and  excess-profits  taxes,  of 
course,  were  retroactive  from  the  beginning  of  the  fiscal  year. 
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Mr.  FoRDNEY.  All  your  stamp  taxes,  and  everything  except  your 
income  and  excess-profits  taxes,  were  for  that  portion  of  the  year, 
from  the  1st  of  October  down  to  the  1st  of  July  i 

Mr.  Leffixgwell.  That  is  correct. 

Mr.  FoRDNEY.  Have  you  anv  idea  how  much  more  would  have 
been  collected  had  the 'law  been  in  effect  during  the  entire  fiscal 
year?    Are  there  any  figures  on  that,  Mr.  Cooksey. 

Mr  Cooksey.  The  estimated  ordinary  receipts  for  1918  are 
$4,110,699,000;  for  1919,  $4,317,000,000.  i,x  i 

Mr.  Fobdney.  Therefore  the  other  taxes,  winch  would  be  mternal 
revenue  and  stamp  tax,  would  not  increase  the  amount  very  greatly? 

Mr.  CooKSBT.  No;  the  actuary  of  the  Govern  aieiit  und  the  Internal 
Revenue  Bureau  estimate  that  part  of  the  income  and  excess  profits 
taxes  due  this  year  will  be  paid  next  year,  makuig  the  total  amount 
received  from  these  sources  for  the  two  years  about  the  same,  that 
is  to  say  $2,775,000,000  for  each  year.  ,  • 

Mr.  Stbbling.  Under  the  prese  nt  law,  if  we  allow  ed  it  to  stand  as 
it  is,  the  receipts  next  year  would  be  the  same  as  this  year? 

Mr  Cooksey.  The  Internal  Revenue  Bureau  estunates  that  while 
the  income  and  excess  profits  taxes  for  this  year  may  be  something 
hke  33,000,000,000,  about  225  millions  of  that  amount  wiU  probably 
not  be  paid  until  after  July  1 ,  or  in  the  next  fiscal  year.  The^bureau 
estimates  that  the  assessments  on  next  year's  incomes  on  the  basis 
of  the  present  law  may  be  less  than  this  year  but  the  actual  receipts 
in  the  Frc  asury  will  be  the  same  on  account  of  the  amount  going 

forsvard.  from  this  vear.  i    »    .  i.v  ^ 

Mr.  Stealing.  Do  you  ascribe  the  decrease  to  the  fact  that  pric^ 

have  been  fixed  generally  ^ 

Mr.  Cooksey.  No;  I  do  not  think  so.    Of  course,  to  some  extent 

that  may  affect  the  matter.  "  .   •  «       .  j 

Mr.  Sterlixo.  Of  course  the  income  tax  will  be  materially  reaucea 
by  reason  of  the  fact  of  the  fixing  of  prices  ( 

Mr.  Cooksey.  Undoubtedlv,  to  some  extent. 

Mr.  Greex.  Could  vou  make  an  estimate  as  to  how  much  we 
would  get  from  the  two  branches,  as  we  commonly  speak  of  them — 
the  income  tax  proper  and  the  excess  ])rofits  tax  ? 

Mr.  Cooksey.  Mo:  I  can  not.  Tlie  Internal  hevenue  Bureau 
based  its  reports  on  telegraphic  advices,  and  they  were  not  separated 

by  the  collectors.  ,   ,    i  n  i 

Mr.  Fordxey.  Did  1  un.dcrstand  you  to  say  that  there  will  be 
collected  in  this  fiscal  vear  about  .S2,775,000.000  ? 

Mr  Cooksey.  $2,775,000,000  is  the  estunnte.  The  amount  can 
not  be  stated  exactlv  to-dav.  While  the  taxes  may  reach 
$3  000,000,000  part  of  the  amount  wdl  be  paitl  early  m  next.  year. 

Mr.  Hawley.  Why  do  you  think  that  the  revenue  earned  under  the 
present  law  will  be  less  next  year  than  this  year  ?  .   .  , 

Mr.  Cooksey.  That  is  the  Internal  Revenue  Commissioner  s 

estimate.  ,     ,  .  ,    ,  „ 

Mr.  Hawuey.  But  why  does  he  think  that  ( 
Mr.  Cooksey.  One  factor  is  that  all  of  the  floor  taxes  will  be  missing 

^^^7luwi^Y.  Does  he  estimate  a  reduction  of  the  amount  earned 
on  business,  on  industries  throughout  the  United  States  ? 
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Mr.  Cooksey.  I  have  not  an  analysis  of  his  estimate;  but  we  shall 
be  glad  to  furnish  it.  ,  *  i 

Mr.  Leffingwell.  I  think  that  is  very  much  a  matter  of  specula- 
tion, noAV. 

Mr.  Cooksey.  It  is  a  matter  of  speculation. 

Mr  Hawley.  It  is  important  when  we  are  proposmg  to  mcrease 
these  taxes,  if  the  present  tax  will  not  earn  as  much  next  year  as  this 
year.    I  wanted  to  know,  if  we  could  possibly  ascertam,  what  is  the 

reason  for  that.  ,  •  i 

Mr  Leffingwell.  We  shall  ask  the  commissioner  to  make  an 
analysis  of  the  situation,  and  give  us  the  basis  for  his  guess  why  it 

will  be  less  productive. 

Mr  Garner.  If  I  understand  it,  in  this  i)r()p(»s(Hl  bill  you  mcrease 

the  authorization  to  issue  bonds  by  $8,000,000,000 « 

lifc.  Leffinowbll.  Yes. 

Mr.  Garners.  Leaving  you  a  total  of  about  12  bilhons  additional 
until  this  bill,  to  what  you  have  already. 
Mr.  Leffingwbll.  Yes. 

Mr.  Gabnee.  If  you  got  8  billions  m  taxes  you  would  have  20 
billions  for  the  next  fiscal  year;  and  you  thmk  that  will  be  enough 

to  run  us  until  July  1  ?  ,    i  ,       *     m  ir;+..K;., 

Mr.  Leffingwell.  No,  su:;  not  until  July.  As  Mr.  Kite  im 
pointed  out,  that  is  about  four  bUUons  short.  Our  thought  was  that 
it  would  carrv  us  well  into  the  winter,  in  case  there  should  be  two 
loans  instead  of  one  necessary  before  Congress  is  ready  to  consider 

these  matters  again.  ,    ^  _  .  .|, 

AIt  G^kver.  In  other  words,  along  in  January  or  Februarjr  we  will 
piol^ably  iiave  to  give  you  another  authorization  for  a  bond  issue? 

Mr.  Leffin(;\velt..  Yes.  ,  ^  v  ju.,,^ 

Mr.  Garner.  And  this  is  to  carry  you  through  the  OctobOT  dnve, 
as  it  were,  with  the  possil)Uity  of  another  drive? 

Mr  Leffingwell.  Throua:'.!  October,  and  leave  us  where  we  caiUd 
cro  forward  asain  if  it  was  necessary,  just  as  m  connection  with  the 
third  bond  bill  tlie  Secretary  suggesteil  a  margin. 

Mr  Dk  kixsox  This  20  bilhons  which  is  to  be  authorized  covers 
not  only  the  bonds  that  could  be  sold,  but  it  covers  also  those  that 
have  been  sold  ? 

Mr.  Leffingwell.  Yes.  ,  «    •  4.     ^p,  , 

Mr  Dickinson.  Just  one  other  <|uestu)n  foUowmg  that,  mat 
would  not,  bv  reason  of  that,  givd  authority  to  sell  an  amount  beyond 
that,  by  excluding  those  already  sold,  would  it? 

Mr  Leffingwell.  No;  I  think  it  is  entirely  clear  by  reterence  to 
the  third  bond  act  that  the  total  aniount  of  bonds  heretotuie  issued 
and  which  may  be  issued  will  be  20  billions,  or  wliatever  hgure  you 
fix.  Of  course,  it  is  giving  an  authorization  to  sell  bonds  when  you 
have  already  sold  a  portion  of  them,  for  which  no  authorization  is 

Mr.  Gabnee.  Yes;  but  you  have  got  to  construe  this  act  in  con- 
nection with  the  thu-d  liberty  bond  act « 

Mr.  Leffingwell.  Yes,  that  is  the  explanation.  This  is  an  amend- 
ment of  the  existhig  law. 

Mr.  Dickinson.  Yes.  ,       -rxr.       *     i     *  » 

Mr.  Oldfield.  What  is  the  advantage  of  it«   Why  not  make  it  a 

separate  act  every  time  ? 
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Mr.  Leffingwell.  Simplicity,  principally.  The  first  bond  bill 
V  as  longer  than  this,  the  second  longer  than  the  first,  the  third  %yas 
shorter  than  the  second,  and  we  have  tried  m  preparing  this  to  give 
vou  one  that  is  shorter  still. 

'  The  C^n AIRMAN.  Instead  of  that,  you  would  have  to  repeat  

Mr  Leffixgwell.  We  would  have  to  repeat  the  whole  thing. 
Mr'  G\KNKR.  This  is  a  ratification  of  what  you  have  had  and  an 

authorization  ol  an  additional  amount  added  to  what  you  have 

*^mT.^"  Leffing-a  ELL.  I  do  not  look  upon  it  as  a  ratification.  That 

would  not  be  necessary. 

Mr.  Garner.  Well,  no.  ,  ,  ^.   .  fuja 

The  Chairman.  You  sav  it  is  estimated  that  we  will  raise  this 

liscal  year  S2,775,000,000  irom  excess-profits  tax  and  liicome  tax? 

Mr.  CooKsEY.  S2,775,()00,0U0.  . 

The  Cii  airm  \n  Do  you  recall  the  estimate  which  the  experts  made 
on  the  biU  passed  as  to  the  amount  we  would  get  from  the  exceas- 
profits  tax  and  the  income  tax  ^    It  was  $2,400,000,000. 

Mr.  CooKSEY.  Something  like  that.  •  *  j  .u^™ 

TheCn  viRMVN  That  was  tluur  estimate.  \\e  estimated  there 
would  be  $2,40(),000,()()0  additional  from  the  excess-profits  tax  and 
income  tax,  and  we  e'^timated  under  the  law  of  September  8,  1916, 
that  the  then  income  tax  would  raise  what  we  raised  before,  «360,- 
000,000;  so  that  we  estimated  the  total  ,;^;:XV  T 

»2,760,000,000,  and  vou  said  we  were  going  to  raise  !52, /  /  o,UOU,uuu.  i 
just  wanted  to  give  "that  to  show  how  close  t  he  committee  came. 

Mr.  liEFFiNGWELL.  The  S(HTetary  of  tlie  treasury  always  thought 
vou  were  very  nearly  right  in  youi-  estimate.  ,   . ,  • 

^  Mr  Lngworth  SpT«akir.g  of  the  amount  of  prol)able  income 
next  year,  the  president  of  the  National  Manufacturers  Association 
SyesteWlay  that  he  thought  the  net  returns  o  Ameru-an  business 
would  be  veiy  much  less,  or  at  least  substantially  less,  m  the  >ea 
m9  than  iov  the  year  1918.  He  c  ited  a  variety  of  caus.^s.  and 
amone  them  the  priiicinal  cause  was  t.xmg  of  prices.    Ot  course  ^^( 

T  not  know  how  much  further  the  ^^^r'^'^VV'' W'^Zr}!^ 
fixing  but  you  take  the  item  of  copper  alone  tha.t  will  nrobabh  b( 
fixed  and  it  wiU  probably  very  largely  decrease  the  earuuigs  of  the 

'  "SirLEFFSJ^WELL.  I  hesitate  to  answer  that  view,  or  to  place  very 
much  dependence  upon  it.  The  p<»Hcy  of  fixmg  pnces  has  not  on 
the  whole  decreased  the  cost  of  Uving,  nor  has  it  effectively  prevented 

its  inrn^iso. 

Mr  ll'^FiNOwi"^^  Sd  I  therefore  feel  that  it  is  sheer  speculation 
to^sa;,  ac(  cnting  the  views  of  this  or  that  interest  where  pnces  have 
;"on  (ixed  that  a  definite  result  will  or  ^  not  ^oU^Y'TnL^SJ^r 
ticularlv  m  mind,  when  vou  speak  of  the  view  of  a  manulacturcr 

•  t  we  were  told  witli  the  utiost  confidence^right  up  to  a  month 
b.iore  tiie  ex<-ess-protlts  taxes  were  due  that  t^^^  bmn^  men  o^^  he 
rmted  States  knew  that  they  w«uld  amount  to  $5^0  000^^ 
instead  of  2  \  billi<uis,  which  was  the  estunate  and  the  troth  of  the 
mattrr  is  that  the  congregate  sentiment  of  busme^  men  on  a 
matter  of  that  s,)rt  is  not  conclusive.  Each  man  magnifies  the  effect 
upon  lumself,  and  it  is  not  safe  to  place  dependence  upon  it.  1 
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suppose  that  the  statisticians  of  the  Treasury  m  the  Iiiterual  Rev- 
enue Commissioner's  office  may  be  able  to  give  you  some  mdicatioi  s, 
after  a  verv  careful  study  of  prices  and  mcoines  and  economic  condi- 
tions, of  the  probable  revenue  to  be  derived  from  a  given  tax:  but^l 
do  not  think  it  is  safe  to  assume  that  these  results  wiU  follow  from  the 
impressions  of  business  men  as  to  their  own  interests. 

Mr  LoNcwourn.  I  was  thinking  more  of  the  total  volume  of  tax- 
able incom(>  upon  which  we  could  next  year  place  a  tax  with  any 
reasonabk-  i.U  a  as  to  the  amount  of  money  that  be  raisedjje- 

eause  it  s.Huns  to  me  invttv  evitknit  that  1918  will  not  be  as  good  a 
vear  as  1917  That  sef^ms  to  me  the  general  impression  among 
business  men.    I  do  not  know  whether  you  get  that  impression  ornot. 

Mr  TvFffix(jwell.  If  vou  look  at  the  income  of  some  one  company 
dealin-  m  a  commocbtv  wliich  has  had  its  price  fixed,  havmg  m- 
creased  costs  for  hibor  and  increased  costs  for  material,  you  wiU  at 
once  conckuk'  that  the  taxable  income  of  that  company  is  going  to  be 
less.  But  somebod V  gets  the  income  from  the  increased  cost  of  labor 
and  the  increased  cost  of  material,  and  in  a  period  on  the  whole  of 
rising  prices  and  of  great Iv  expanding  Government  debt  you  are 
goml  to  have,  against  ev(M-v  efloi't  you  make  to  curtail  prices,  a 
general  increase  in  thc^  nominal  income  ol  pe()ple  generally. 

Mr.  LoNGWORTH.  You  mean  that  a  loss  of  income  here  may  be 
reflected  by  a  gain  of  income  elsi>where  '. 

.  Mr.  Leffingwell.  Exactly.    We  are  going  to  have  many  incomes 

come  into  the  taxable  class. 

Mr  LoNGWOBTH.  That  have  not  been  heret(^l()re  < 
Mr.  Leffingwell.  That  have  not  been  heretofore. 

Mr.  LoNGWORTH.  Yes.  i     .  .i  *  i  f 

Mr  Leffingwell.  I  am  generalizing  upon  a  sul)ject  tliat  i  am  not 
prepared  to  speak  about  at  all  definitely,  but  it  seems  to  me  tliat  there 
IS  enough  in  that— in  the  fact  that  the  general  mdex  is  moving  up. 

Mr.  LONGWORTH.  You  think  that,  generallv  speaknig,  w(;  ;;>iyal- 
culate  upon  approxunately  the  same  returns  for  191/  ami  191, y 

Mr.  Leffingwell.  I  ^vould  not  say  that.  I  would  like  to  ask  the 
statisticians  to  go  into  the  thing  for  you  and  make  a  careful  analysis. 
What  I  have  said  was  in  support  of  my  unwillingness  now  to  assume 
from  what  certain  business  men  have  said,  the  fact-  

Mr.  LONGWORTH.  Yes;  I  recall  you  said  that.  Of  course  the  ques- 
tion is  of  the  utmost  importance  to  this  committee.     ,    .  ,  . 

Mr.  Leffingwell.  Yes;  in  connection  with  revenue  legislation. 

Mr.  LoNGWORTH.  Yes. 

Mr.  Leffingwell.  It  is,  indeed.  ,    ,    .  .  ,  ^.  , 

Mr  G  vRNER  Do  you  say  that  the  busmess  world  comparatively 
were  a  unit  in  the  opinion  that  this  bifl  would  raise  $5,000,000,000 
instead  of  2^  billicms?  ,  r. 

Mr  LEFFiNdWELL.  I  unagiue  that  is  an  exaggeration,  L^ngresfr- 
man-  but  vou  would  have  thought  so  if  you  had  sat  m  the  lYeasury 
and  iead  the  letters  that  we  read  and  heard  the  statements  that  we 
heard;  but  the  Secret arv  of  the  Treasury  kept  his  head,  l^tenwi  to 
what  his  Internal  Revenue  Commissioner  told  him,  and  made  a 
liublic  statement  of  his  conclusions  concerning  that  matter,  and  thej 
were  amply  justified  bv  the  event.  June  15,  when  the  taxes  were  due, 
went  by,  and  the  onlv  excitement  was  Avhy  there  was  not  any  excite- 
ment; and  June  25,  when  the  penalty  went  on,  went  by,  with  caU 
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money  at  4^  per  cent.  The  taxes  were  handled  as  the  Secretary  said 
they  would  be  handled,  without  disturbance,  and  the  amount  was 
about  what  the  Secretary  thought  it  would  be. 

Mr.  Crisp.  That  money  was  given  up  without  creating  a  ripple  on 

t  he  surface  ? 

Ml'.  Lkfv  iXdWFJ.L.  Yes.  On  th(»  (u)nlrarv,  the  measures  which  the 
Secretary  had  tak(Mi  to  prevent  a  ripple,  if  any,  resulted  in  a  net 
eashig  of  tlie  financial  situation.  Tie  had  sold  over  $1,600,000,000  of 
Treasurv  certificates  of  indel)tedness  in  anticipation  of  the  taxes 
maturii^ir  June  25.  and  i)ver  $500, 000. ()()()  of  Treasury  certificates  of 
indeht(Mlness  in  anticipation  of  tlie  third  ])()ud  issu(v  maturing  Juue 
IS  makinir  maturities  of  more  than  $2,100,000,000  iu  10  days;  and 
he  had  availed  himself  of  the  authority  which  you  gave  to  him  in  con- 
nection Avith  the  third  bond  hill,  to  set"u]>  maciiinery  for  the  re(h^posit 
of  tax  moU(\vs  with  the  banks  ou  which  the  tax  checks  were  drawn. 
Tlie  Federal* reserve  banks  handhul  that.  uiuhM-  liis  instructions,  with 
great  skill,  and  1  have  yet  to  hi^ar  a  word  of  dissatisfaction  with  the 
operation.  Significant  in  this  connection  is  the  fact  that  it  was  con- 
fiaeutly  asserted  by  many  intelligent  men  that  this  (^ommittiH^  and 
tlie  Treasurv  had  underestimated  the  yield  of  the  income  and  cx(  <  ss- 
profits  taxes  by  100  per  cent.  As  a  matter  of  fact  this  committee 
and  the  Treasury  W(  re  about  right. 

Mr.  Green.  1  thiuk  your  diagnosis  of  the  conditions  is  well 
expressed.  It  seems  to  me  that  when  the  representatives  of  various 
classes  of  business  came  l)efore  this  committee  they  were  inchned, 
and  perhaps  naturally  inclined,  to  take  a  v(  ry  lugubrious  view  of  the 
prospect  of  having  excess-profits  taxes  laid  upon  them,  and  some  of 
them  took  it  to  such  an  extent  that  they  presented  a  most  mournful 
appearance  to  the  committee.  There  was  a  gentleman  who  am)eared 
before  us  who  acknowledged  that  the  class  he  represented  had  never 
before  made  so  much  money  in  the  history  of  their  business,  but  he 
was  very  confident  that  in  the  future  the  ruin  of  the  business  would 
be  accomplished. 

Mr.  Moore,  Mr.  Leffingwell,  is  it  likely  that  the  Secretary  wdl  be 
back  in  tiinc  to  appear  before  this  committee? 

Mj  .  Leffixgwki.i..  In  connection  with  the  bond  biU? 

Mi\  Moore.  Not  in  connection  with  the  bond  bill,  but  in  connection 
witli  the  tax  bill.  , 

Ml  .  CooKsEY.  I  do  not  know,  but  I  think  he  will  be  hwk  about  the 

middle  of  Jnlv.  ^   „  „ 

Ml'.  MooRE.  \Xc  are  informed,  of  course,  tliat  Mr,  Leffingwell  wiU 
appear  for  him,  hut  in  the  Secretary's  letter  to  Mr.  Kitchm  of  June  5, 
when  he  des(a*ibed  the  tax  position  pretty  fully,  he  said: 

There  are  al.^o  certain  general  considerations  beai  iii«r  upon  the  problem  of  taxation 
which  1  hope  1  may  be  permitted  to  hruv^  to  your  attention. 

I  took  that  to  mean  that  the  Secretary  intended  to  make  some 
suggestions  to  the  committee. 

Mr.  CooKSET.  Is  not  that  an  uitroductory  sentence  to  what  follows  f 

Mr.  MooEB.  Yes;  he  speaks  then  of  the  excess-profite  tax,  ete. 

Mr.  Lepfinqwell.  If  you  will  read  that  with  a  colon  after  the 
word  ''attention/'  you  will  have  the  Secretary's  thought.  ' 

Mr.  Moore.  I  took  that  to  mean  that  the  Secretary  mtended  to 
appear  personaDy  before  the  committee  and  make  some  suggestions 
with  regard  to  it,  because  he  was  discussing  taxation  in  this  letter. 
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■ 

^Mr.  CooKSEY.  The  sentence  you  read  refers,  to  what  foUoiro  in  the 
letter,  but  the  Secretary  will  be  glad  to  appear  if  the  committee 

desh'es.  ■  i     ,        i  •    ^  ^ 

Mr.  Moore.  Following  this  letter,  deahng  with  the  subject  of 
taxation,  the  Secretary  tells  us  of  the  rates  here  and  of  the  rates  in 
Great  Britain,  speaks  of  the  80  per  cent  flat  rate  on  all  war  profits  in 
Great  Britain,  and  discusses  excessive  profits  now  being  realized  in 
the  United  States,  and  then  says: 

In  entering  into  war  contracts  thev  take  .irrave  ri^^ks.  They  are  called  ii])on  to  make 
vast  expenditures  of  capital  for  purposes  which  may  prove  unproductive  atier  the  war. 
They  are  not  to  be  blamed  in  these  circumstances  for  asking  for  prices  and  terms 
which  cover  these  risks. 

And  following  that  he  says: 

On  the  other  hand,  when  the  rwk  has  he&a  liquidated  by  proper  allowances  and  the 
contract  has  proved  profitable,  the  Govemm^t  ehould  take  back  in  taxes  all  profits 
above  a  reasonable  rewanl. 

That  is  a  pretty  strong  statement  of  the  Secretary's  position  in 
regard  to  excess  profits.  It  seemed  to  me  that  it  might  be  advisable 
to  have  something  sj)ecific  from  him  or  from  you  on  tihat  subject, 
as  to  what  he  means  is  a  reasonable  reward  for  those  who  are  doing 
business  for  the  Government,  or  are  making  excess  profits  at  the 
present  time.  We  have  had  before  us  a  number  of  people  who  have 
advocated  taking  all  profits  above  a  certain  percentage,  and  the 
Secretary  to  a  certain  extent  takes  that  position  here.  Everything 
that  he  suggests  here,  however,  would  depend  upon  what  he  regarded 
as  a  reasonable  reward,  and  I  did  not  know  but  what  he  had  dis- 
cussed that  with  you  so  that  you  might  discuss  it  with  us. 

Mr.  Leffingavell.  I  will  endeavor  to  elucidate  any  question  you 
have  in  mind.  The  distinction  he  makes  there  is  between  a  tax  such 
as  the  P^nglish  tax.  which  is  l)ased  on  a  liat  rate  on  profits  in  excess  of 
those  received  during  the  prev/ar  period,  and  our  excess-profits  tax, 
which  is  based  on  the  income  in  excess  of  a  given  return  on  a  given 
capital;  and  he  suggests  an  alternative  tax  under  wliich  you  would 
take  whichever  were  greater. 

Mr.  MooKE.  The  British  Hat  rate  is  SO  per  cent  on  all  war  profits. 
I  think  there  are  certain  alhuvances,  however,  which  may  work  favor- 
ably in  the  end^to  certain  business  men,  certain  of  the  larger  insti- 
tutions. 

Do  you  advocate,  or  does  the  Secretary  advocate,  the  mstaliation 
here  of  an  80  per  cent  flat  rate  on  excess  profits  i 

Mr.  Leffingwell.  The  Secn^ary  did  not,  in  that  letter,  assume  to 
suggest  what  the  rat-  should  be.  '  He  called  your  attention  to  the 
rate  in  Ei^lanil,  and  tiied  to  indicate  what  he  thought  were  the 
general  principles  which  it  would  be  advantageous  to  foUow- 

Mr,  Moore.  While  I  have  no  quarrel  Avith  the  Secretary's  recom- 
mendations, and  am  not  contentious  at  all  in  asking  these  questions, 
my  idea  was  to  get  at  what  was  in  the  Secretary's  mind  or  in  your 
nnnd  as  the  basis  for  this  new  revenue  bill  that  we  are  to  consider. 
What  is  the  basis?  Are  we  to  wipe  out  the  existing  law  and  start 
with  an  80  per  cent  flat  rate  ?  ^ 

Mr.  Leffingwell.  That  question  is  answered  in  the  letter.  His 
suggestion  is  that  there  should  be  a  retention  of  the  existing  law,  but 
certain  ineciuaUties  should  be  removed,  and  that  there  shomd  be  also 
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a  tax  on  war  profits  at«u  hiirh  rate.  You  will  find  that  suiimiarized  at 
the  end  of  the  letter,  m  the  paragraph  numbered  2. 

Ml'.  Moore.  Have  you  made  any  calculation,  knowing  the  neces- 
sities of  the  Treasury,  that  would  lead  you  to  suggest  what  that 
higher  rate  should  be  ? 

Mr,  Leffingwell.  I  have  not;  no, 

Mr.  Moore.  Has  it  been  done  in  the  department? 

Mr.  Leffingwell.  Mr.  Cooksey  can  answer, 

Mr.  CooKSEY.  No. 

Mr.  MooBE.  Evidently  we  have  to  fix  some  such  rate. 

Mr.  Leffingwell.  I  have  no  doubt  that  if  this  committee  should 
ask  the  Secretarv  of  the  Treasury  to  recommend  a  rate,  he  would 
at  once  do  so,  "but  his  thought,  I  am  satisfied — having  read  his 
letter — ^was  that  you  would  wekome  his  suggestions  on  general 
principles,  but  would  not  expect  him  to  make  a  suggestion  as  to  the 
rate  of  taxation. 

Mr.  MooBE.  I  presume  it  would  be  very  important  for  us  to  have 
official  information  from  the  Treasury  Department  before  we  finally 

enacted  a  law. 

The  Secretary  makes  the  suggestion  that  we  should  take  back  in 

taxes  all  profits  above  a  reasonable  reward,  and  he  then  says:  - 

rndor  cxistinL'  h'-v  that  dtu\-^  not  Ira]^])*'!!.  lu'causc  tin*  t:ix  ratos  are  not  hi^h  onouuli 
and  can  n<tt  saltMv  i)c  mado  high  enough,  sinre  the  tevst  now  is  not  how  mnch  of  the 
inohts  are  due  to  the  war,  but  what  relation  the  profits  bear  to  the  capital  invested. 
A  com]>any  with  a  swollen  capital  and  huge  war  profits  escapee. 

Now,  you  ar(^  in  possession  of  the  information  in  regard  to  these  . 
huge  profits,  and  are  the  only  agency  to  which  we  can  go  for  authentic 
information. 

Mr.  LEFKi\r!WKTJ..  A  Senate  resolution  calls  for  that  information, 
and  it  is  l)eing  prei)are(l  by  the  commissioner.  T  think  you  will 
understand  that  the  comniissioner  just  at  this  moment  has  his 
whole  organization  very  busy  collecting  this  yejir's  taxes,  and  that 
the  tabluatitm  of  that  information  involves  a  great  deal  of  work; 
but  it  will  be  done  of  ct>urs(^ 

Mr.  Moore.  1  certainly  concede  all  that  \ery  cheerfully,  but  this 
committee  is  obUged  to  pass  a  law  w^uch  touches  the  pocketbook  of 
every  man,  woman,  and  child  in  the  country,  and  it  ougiit  not  to 
act  l)hndly  in  a  matter  of  this  importance. 

Mr.  Leffixgw  ELL.  Any  information  that  you  want  the  Treasury 
will  be  glad  to  furnish. 

Mr.  MooBE,  Well,  we  had  before  ys  yesterday  the  representative 
of  some  moving-pieture  artists,  who  made  a  very  strong  plea  for 
exemption  and  for  relief,  and  we  discovered  that  in  one  instance  an 
artist  was  deriving  no  less  than  $500,000  income  at  the  present  time. 
Now,  if  we  were  to  adopt  a  flat  rate  of  80  per  cent  tax  as  against  that 
artist  earmng  S500,000  this  year,  if  he  had  an  income  of  $500,000  we 
would  take  $400,000  from  him  for  the.Goveiimient.  and  we  would 
leave  him  $100,000,  which  to  the  average  man  would  be  a  fortune, 
sufhcient  for  him  to  live  on  for  the  balance  of  his  life,  Mid  if  we  were 
to  applv  that  flat  rate  to  the  man  whose  income  was  $1,000  a  year 
we  would  take  *S()0  from  him  and  leave  him  $200,  which  of  course 
would  not  be  suficient  to  keep  him  very  long  if  his  earning  powers 
continued  at  a  no  greater  figure  than  $1,000. 
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Mr.  LoxGWOBTH.  Are  you  not  losing  sight  of  the  distinction  that 
the  English  excess-profits  tax  is  not  80  per  cent  on  the  amount  of 
income,  but  80  per  cent  upon  the  difference  between  this  year's  in- 
come and  the  average  of  the  prewar  years  ? 

Mr.  Moore.  I  am  not  losmg  sight  of  that,  Mr.  Longworth,  but  1 
am  trying  to  get  from  some  authorized  spokesman — some  one  ([uali- 
fied  to  speak— an  ophiion  as  to' whether  the  Treasury  Department 
thinly  we  should  make  such  allowances  for  the  man  earning  $500,000 
per  annum,  and  still  apply  that  same  ba^  of  tax  to  the  man  eamiiig 
$1 , 000 j>er  annum.  ^  ^  ^ 

Mr.  Leffingwell.  I  have  not  much  thought  of  the  w  ar-prohts  tax 
as  applying  to  an  individual  at  all.  I  have  assumed  it  as  having 
reference  to  corporations  and  going  business  concmis.  It  is  obvious, 
it  seems  to  me,  that  m  any  war-profitsrtax  law  you  would  make  such 
exceptions  as  would  prevent  gross  injustice;  but  if  you  have  a  gomg 
business  that  is  makins:  ?1 00,000  

Mr.  Moore.  Do  not  they  do  that  now?  Do  they  not  make  such- 
allowances  under  the  80  per  cent  flat  rate? 

Mr.  Leffingwell.  I  understand  they  do. 

Mr.  Moore.  Does  ixot  that  generally  operate  in  favor  of  the 

stronger  man  ? 

Mr.  Leffinowell.  No,  I  think- not.    They  allow^  a  higher  rate  to 

the  individual. 

Mr.  Moore.  1  am  not  playing  the  demogogue  m  askmg  these 
questions.  It  seems  to  me  that  the  bulk  of  the  tax  must  be  obtamed 
from  the  men  who  have  these  larger  fortunes;  although,  if  you  levy 
taxes  by  a  system,  consumption  taxes  will  probably  have  to  be 

resorted  to.  . 

Mr.  Leffingwell.  If  you  will  consider  the  four  recommendations 
which  are  summarized  at  the  end  of  the  Secretary's  letter,  you  will 
there,  at  least,  I  tliiidv,  see  a  logical  plan  which  does  contemplate 
taking  big  taxes  from  men  of  large  fortune.  The  retention  of  our 
graduated  income  and  excess-])rolits  tax,  the  imposing  of  a  higher 
rate  of  taxation  upon  unearned  than  upon  earned  incomes,  the 
taxation  of  busine^  enterprise  which  has  profited  by  the  war,  and  the 
taxation  of  luxuries  contain  the  basis  of  a  tax  which  ought  to  fall 
upon  the  people  bc^t  able  to  pay  the  expenses  of  the  war. 

Mr.  Moore.  I  noti^  that  the  Secretary  in  his  letter  to  Mr.  Kitchin, 
which  I  have  quoted,  draws  the  line;  he  indicat  >s  that  if  the  hoys 
are  to  give  up  th  nr  lives  to  the  Nation,  mm  with  fortun^^s  should 
yield  up  some  of  their  property.  He  makes  that  illustration  very 
clear  t 

You  have  referred  to  luxuries,  but  I  observe  you  have  no  sugges- 
tion at  aU.  Alt^iough  the  President  refers  to  luxuries  in  his  message 
we  have  had  no  suggestion  from  the  department  at  all  with  regard  to 
luxuries — nothing  stating  what  they  are — ^nothing  specific^  We  have 
had  a  good  deal  of  information,  and  some  suggestions  as  to  people 
who  have  luxuries.  Does  Uie  deparfanent  intend  to  make  any  si^ 
gestion  in  that  respect  ? 

The  Chairman.  I  have  also  asked  the  commissioner  to  make  sug- 
gestions, or  to  give  a  list  of  nonessentials  or  luxuries,  or  the  least 
essential  luxuries  that  would  be  the  proper  subject  of  taxation,  and 
he  has  proinisccl  to  semi  that  to  me  as  soon  as  he  can. 
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Mr.  MooBi:.  It  is  just  a  little  field.  I  am  much  obliged  for  the 
suggestion. 

Have  you  seen  the  statement  which  the  clerk  of  the  committee 
has  handed  to  the  members  this  morning,  which  is  a  table  showing 
the  bonds  authorized  by  each  bond  act  and  the  proposed  bond 
authorization  ? 

Mr.  Leffixgwell.  I  have  just  had  it  handed  to  m(^ 

Mr.  Moore.  It  seems  to  be  a  summary  of  the  entire  bond  situation, 
and  I  would  like  to  have  you  look  it  over  and  see  if  it  is  correct,  in 
order  that  we  may  ])ut  it  into  the  record. 

Mr.  Cooksey.  Mr.  Moore,  there  is  only  one  small  omission,  that  1 
notice  at  a  glance,  and  that  is  there  is  "no  account  taken  of  postal 
savings  bonds.  In  estimating  outstanding  authorizations  of  bonds, 
it  is  necessary  to  d(^duct  the  postal  savings  bonds  from  the  authoriza- 
tions, because  under  the  law  the  Treasury  must  call  bonds  to  the 
amount  of  postal  savings  bonds  issued,  or  deduct  the  amount  from 
existing  authori^tions.  The  deduction  in  tlus  instance  should  be 
$1,302,140. 

Mr.  Moore.  Are  you  prepared  to  say  that  this  statement  is  correct 
at  the  present  time  ^ 

Mr.  Cooksey.  It  will  be  checked  up  for  the  record. 

Mr.  MooBE.  This  statement,  whicJh  I  trust  you  will  take  in  hand, 
shows  in  the  first  total  that  the  total  amount  of  bond^  authorized  by 
law  up  to  date  is  $22,000,000,000. 

Mr.  Leffingwell.  Correct,  including  the  proposed  amount. 

Mr.  MooBE.  Thus  far  $14,000,000,000  have  been  authorized. 
That  is  coxrect? 

Mr.  Leffinqwjsll.  That  is  correct. 

Mr,  MooBB.  The  bill  now  before  us  proposes  to  increase  the  authori- 
zation $8,000,000,000,  makmg  a  total  of  $22,000,000,000. 
Mr.  Dixon.  $20,000,000,000. 
Mr.  MooBE.  $22,000,000,000. 

Mr.  Leffingwell.  The  difference  of  $2,000,000,000  is  under  the 
first  act. 

Mr.  Moore.  This  first  total  sots  out  a  total  of  $22,000,000,000j 
Will  you  explain  that,  Mr.  Leffingwell  ( 

Mr.  Leffingwell.  The  seocnd  and  third  bond  acts  deal  with  a 
figure  which  is  in  addition  to  the  $2,000,000,000  of  bonds  which  were 
sold  under  the  first  act. 

Mr.  Moore.  Well  the  $2,000,000,000  were  included  in  the  $7,500,- 
000,000  ( 

Mr.  Leffingwell.  No,  sir:  additional. 

Mr.  Moore.  Then  your  total  of  $22,000,000,000  would  be  correct? 

Mr.  Leffingwell.  Yes. 

Mr.  Moohe.  Then  that  would  repn^sent  on  the  passage  of  this  bill, 
S22,000,()00,000  would  represent  the  total  bond  issue,  bond  authoriza- 
tion to  date ( 

Mr.  Leffingwell.  The  total  war  bond  authorization. 
Mr.  Moore.  The  total  war  bond  authorization  exclusive  of  certifi^ 
cates  of  indebtedness  ? 

Mr.  Leffingwell.  That  is  correct. 
Mr.  Sterling.  Exclusive  of  thrift  stamps  ? 
Mr.  Leffingwell.  And  war  savings  stamps. 
Mr.  MooBE.  I  want  to  get  at  the  coirect  figures. 
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Mr.  Leffingwell.  We  are  speaking  of  authorizations.  It  is  well 
to  bear  in  mind,  however,  that  we  have  sold  $10,000,000,000  of  bondd 
and  have  loaned  between  $5,000,000,000  and  $6,000,000,000  to  our 
allies  and  have  raised  $4,000,000,000  in  taxes,  and  we  shall  end  this 
fiscal  year  without  a  floating  debt  except  for  two  issues  of  IVeasury 
certificates  maturing  in  July  and  August,  which  are  about  covered 
by  instaUlments  as  yet  unpdd  on  the  mird  liberty  loan.  So  thai,  the 
financial  picture  at  the  end  of  15  months  of  war  is  very  favorable. 

Mr.  MooBE.  Wi^,  on  the  passage  of  this  bill  we  will  have  authorized 
the  issue  of  $22,000,000,000  off  bonds. 

Mr,  Leffingwell.  Correct. 

Mr.  Moobe.  That  will  represent  out  liberty  bond  indebtedness 
account  ? 
Mr.  Leffingwell,  Authorization. 

Mr.  MooRK.  Now  in  addition  to  that  if  we  pass  the  new  tax  bill 
we  will  be  expected  to  raise  $8,000,000,000.  That  plus  the  $22,000,- 
000,000  will  mean  a  total  in(ie])teduess  charged  against  tlie  public 
to  date  of  80,000,000.000  will  it  not  ? 

Mr.  Leffingwell.  You  arc  leaving  out  this  year's  taxes.  That 
would  he — — 

Mr.  Moore.  Add  those,  and  that  would  be  $34,000,000,000,  the 

war  cost  to  date. 

Mr.  Leffixgwell.  Not  the  war  cost. 

The  Chaiii>lvn.  That   includes  current,   ordinary  expeuses  of 

the  Government. 

Mx\  MooKE.  Take  those  out.  If  it  had  not  been  for  the  wav  we 
would  not  have  issued  tliese  bonds,  nor  would  we  have  levied  these 
taxes.  That  is  a  fair  statement  that  the  war  cost  to  date,  on  the  pas- 
sage of  this  loan  bill,  and  the  passage  of  om  tax  bill,  will  have  been 

$34,000,000,000. 

Mk.  Leffixgwell.  No.  sir;  that  is  not  the  war  cost  to  date  at  all. 
That  is  the  contemplatexl  expenditure  for  a  period  carrying  us  well 
into  the  next  year, 

Mr.  MooEE.  Very  well,  we  will  call  it  at  the  end  of  the  fiscal  yew 
1919;  that  woidd  be  accurate,  would  it  not? 

Mr.  Leffingwell.  No,  because  we  left  out  about  $4,000;000,000 
which  we  escpect  to  spend  next  year  in  addition  to  the  taxes  which 
you  sj:)eak  oi  and  the  bonds  now  authorized. 

Mr.  Moore.  I  am  speaking  only  of  the  authorization.  I  know 
some  of  the  money  has  not  been  raised  and  some  has  not  been  sprat, 
but  including  taxes,  the  war  expenditures  authorized  up  to  the  end 
of  the  fiscal  year  1919  will  have  amounted  to  $34;000,000,000  accord- 
ii^  to  this  statement. 

Mr.  Li^TiNGWELL.  If  you  levy  an  $8,000,000,000  tax  bill  and  our 
calculations  are  correct. 

Mr.  Moobe.  Now,  in  addition  to  that,  if  we  

Mr.  Leffingwell  (interposing) .  Just  a  moment.  I  am  not  sure 
tiiat  there  is  a  factor  of  error  as  to  the  first  three  months  of  the  war 
during  the  fiscal  year  1917.    Those  are  not  in  these  figures,  are  they? 

Mr.  Cooksey.  Yes:  they  are  substantially  in  those  figures,  but  the 
additional  bonds  will  not  be  sufficient  to  cover  that  period. 

Mr.  Moore.  Now,  it  comes  back  again  to  the  suggestion  of  Mr.  Gar- 
ner. If  there  is  another  liberty  loan  authorization  in  the  spring,  when 
you  probably  will  have  to  begin  another  drive,  and  ypu  ask  then  for 
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$8  000,000,000  additional  authorization,  that  woukl  mean  that  our 
total  war  expenses  would  mount  up  to  142,000,000,000,  would  it  not  ? 
Mr.  Leffingwell.   If  we  did  that  our  authorizations  would  then 

mount  up  to  that.  i        i        j  f 

Mr  Moore.  In  view  of  vour  known  expenses  and  the  |h'mands  ot 
our  aUies,  the  requirements  of  the  Government  is  it  not  the  fac-t  that 
jou  anticipate  another  loan  drive  in  the  spring,  lollowing  the  Octobei 
drive  which  is  now  in  contemplation ?  ,i 

Mr  Leffingwell.  I  should  think  assuredly  li  things  go  on  as  they 
are  going  there  would  be  another  loan  after  t.he^  one  m  tlie  lall. 

m  MooBE.  Then,  if  the  demand  should  be  for  $8,000  000,000, 
which  has  been  suggested,  the  war  cost  would  mount  up  to 

'^^Mr^ffiXELL.  I  do  not  know  whether  I  follow  you,  Mr^  Moore. 
It  does  seem  to  me  to  be  unprofitable  to  talk  about  war  cost«  m  erins 
of  authorizations.  We  know  that  the  expenditures  of  this  hsoai  >  e^a 
will  be  about  $13,000,000,000.  That  is  not  aU  war  cost.  If  \ou 
compare  the  expenditures  of  the  year  before  you  will  make  the 
deduction,  and  perhaps  reach  the  conclusion  that  the  war  costs  of 
this  fis(  al  vear  were  $12,000,000,000.  .    ,    ,  , 

Mr.  LoxGWORTH.  $1,000,0004)00  was  not  iiivluded. 
Ml .  Lei  fixgwell.  Yes;  if  you  want  to  think  about  the  war  cost., 
for  th<>  next  fiscal  year,  vou  will  have  before  you  the  Secretaires  let- 
ter, from  whirh  vou  have  been  reading,  in  which  he  estimated  that 
it  will  be  !f^24. 000,000,000.  ,      ,  .    ,    .   .  xu 

:^Ir  M()<  )KE  That  !!;24,000,000,000  I  added  and  mcluded  the  possi- 
sibihtv  of  an  S8,()00,000,()00  drive  in  the  spring. 

Mr  Lei  .  ixGWKLL.  Yes.  The  two  years'  estimated  expenditur^ 
fi<rured  to-th.r  wouhl  -ive  vou  .1?36,000,00p,000.  I  haven  t  at  my 
nrXr-s  ena  th  >  amount  which  should  be  added  to  that  on  account  of 
the  thre<>  months  in  the  fiscal  year  1917,  but  if  you  add  to  that 
«36,000,()()0,()00.  the  figure  for  the  three  months  ^^^^l^.^^^! 
L  the  Treasurv  can  give  it  to  vou  an  estimate  of  the.  war  costs  up 
to  June  30ri919,  and  that  is^  considerably  below  the  figure  you 

^The'^CH.iuM  vx.  The  wav  I  have  ligure.l  this,  we  estimate  that  we 
are  aoin"t  spend  for  this  fiscal  year  $13,000,000  000.    Now  for  the 
^xt  focal  veir  you  estimate  $24,000,000  000.  Tlmt 
numbers  $37,000,000,000.    Then  if  you  take  out  the  $2,000  000,UOU 
fr^the  ordiWy  expenses  of  the  Government,  that  would  leave 

''^'ffi™.  I  would  like,  if  I  may,  t.  insert  in  the  recor^ 
beciJise T i^  interesting,  this  letter  from  the  Secretai-y  to  the  banks 
and  trust  companies,  dated  Juue  12,  1918. 

(The  letter  is  as  f  oUows :)  j^^^  ^9lg 

*1nSy'r^tt«1%  Gove^n-;^,  1      «ntog  .  letter  » 

^ffl!  '"^If  ICSciTKJ^n  .uS^^   auJ.  having  lulfiUed  expect- 

i^eu  ^vei' opli-StJ-  ta ton-k.  »«««y  p«W»»»^ 
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The  expenditures  of  the  Government,  as  nearly  as  can  be  estimated,  will  require 
the  sale  of  certificates  of  indebtedness  up  to  the  1st  of  November.  1918.  a^e^tiuir 
approximately  $6,000,000,000.  This  would  involve  the  issue  every  two  weeks  of 
about  $750,000,000  of  certificates  substantially  similar  in  character  to  thoee  issued 
Tprior  to  the  thbd  liberty  loan,  except  that  they  will  have  various  maturities  not 
exceeding  four  months.  For  the  mcmths  of  July  and  August  that  prc^ram  will  be 
followed  as  nearly  as  possible. 

The  tirst  issue  of  the  certilicates  will  be  dated  June  25,  will  mature  October  25. 
with  interest  at  4^  per  cent,  and  similar  issues,  it  is  expected,  will  be  made  on  Tues- 
day of  every  other  week  following  June  25.  It  is,  however,  contemplated  that  at  a 
convenient  and  favorable  period  durino;  the  summer  an  offering  will  be  made  to  the 
general  public  directly,  and  through  the  i)anks  of  an  amount  yet  to  be  detennined, 
perhaps  $2,000,000,000  of  certificates  of  suitable  maturities  for  use  by  taxpayers  in 
paying  next  year's  taxes  viz,  taxes  payable  June.  lUU).  levied  under  existing  and 
pending  legislation.  To  the  extent  that  certilicates  of  that  character  are  sold,  sub- 
stentially  an  equivalent  reduction  in  the  amotmt  of  the  regular  fortnightly  sale  of 
certilicates  issued  in  anticipation  of  the  next  liberty  loan  will  be  effected. 

In  giving  this  timely  ad\'ice  of  the  estimated  requirements  of  the  Treasury  to  all 
the  banks  of  the  country,  and.  throudi  Them,  to  those  who  exjieet  to  make  payment 
of  taxes  in  1919.  it  is  hoped  that  they  \\'ill  make  arrangements  promptly  of  such  a 
character  that  no  delay  will  be  experienced  in  the  sale  and  distribution  of  Treasury 
certificates  of  Ixrth  issues. 

The  Federal  reserve  banks  will  advise  all  National  and  State  banks  in  their  respec- 
tive di-strictP  of  tlie  amount  of  certifi'-ates  wliicn  tliey  are  expected  to  take  from  time  to 
time  in  pursuance  ot  this  i)r<»,Lrram.  which  aniouat  can  bo  fftrared  roughly  to  equal  2^ 
per  cent  of  the  ";ross  resources  of  each  Ijank  and  t  rusi  coiapuay  for  every  period  of  two 
weeks,  or  a  total  of  5  per  cent  monthly.  It  will  be  remembered  that  in  the  February 
prc^ram  the  unnnint  which,  the  banks  were  asked  to  take  was  substantially  equal  to 
2  })er  r*ent  of  their  gross  re^rpurccs  for  carli  pf^  iod  of  two  weeks,  or  a  total  of  4  per  cent 
monthly.  TIk^  total  number  of  hi\vc('kl\  otYei*in<rs  of  certificates  t')  be  iTiad<*  to  tli'^ 
banks  will  nomewliat  depend  U{>on  the  auiount  to  be  raised  from  the  public  through 
the  sale  oi  tax  certilicates  as  above  described. 

Already  more  than  700,000  of  our  splendid  American  boys  are  on  the  soil  of  France, 
and  maii\  of  them  are  actually  fighting  among  the  heroic  defenders  of  the  western 
fn>nt.  Fresh  contingents  of  Ameiican  troops  are  constanth'  goini>;  forward  to  Fram'e, 
and  this  stream  will  not  slop  until  there  is  enough  of  Auicri<  an  iuauho*nl  and  valor  on 
the  battle  line  to  defeat  the  Kaiser  and  his  minions  and  enforce  peace  upon  the 
righteous  basis  which  will  make  secure  the  liberties  of  mankind.  America's  sons 
are  dying  daily  in  those  battles  of  fire  and  poison  gases  tliat  are  now  raging  in  France, 
The  heart  of  (^'cry  American  must  thrill  with  [>ride  and  emotion  as  he  thinks  of  the 
sacrific(»s  our  sons  aiP  making  for  our  sai'et\'  and  our  libcrt^'.  The  bankers  of  the* 
United  States  l  uii  lender  a  peculiarly  helpful  service  to  our  gallant  sons  by  keeping 
the  Treasurv  oi  tlie  I'nited  Slates  supplied  with  the  money  required  by  the  Govern- 
ment to  furnish  every  American  hero  with  the  things  he  must  have  to  fight  victoriously 
or  to  die  gloriously.  I  am  sure  that  no  patriotic  banker  in  the  United  States  will  fail 
to  do  his  full  meed  of  essential  service  to  his  country  and  to  her  noble  def^ders. 
Cordially,  yours, 

W.  ti.  McAdoo. 

Mr.  Sloan.  ,Mr.  Leffingwell,  what  have  you  to  say  about  the 
progress  of  exchanging  the  short-time  for  long-time  securities  of  the 
allies  to  whom  we  have  made  loans  ? 

Mr.  LbfpingweIl.  The  exchange  of  our  short-time  obligations? 

Mr.  Sloan.  No;  that  is,  you  took  short-time  obligations,  I  undOT- 
stand;  but  the  exchange  of  those  for  the  long-time  oUigations  were  to 
conform  with  the  loi^-time  obligations  that  we  were  issuing  in  tMs 
country. 

Mr.  Leffingwell.  You  will  recall  that  in  connection  with  the 
second  bond  bill  Congress  authorized  the  Searetary  to  take  short- 
time  obUgations  and  to  convert  tbam  into  long-time  obligations. 
They  have  not  been  converted.  The  Secretary  does  not  at  tiie  present . 
time  wkh  to  convert  them^  for  he  does  not  think  it  wise  to  convert 
tiiem  into  long-time  obligations.   The  situation  changes  from  day 
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to  day,  and  what  maturities  onght  to  be  given  to  the  long-time  obli- 
gations is  a  matter  which  can  not  be  advantageously  determined  now. 

Mr.  Fairciiild.  Mr.  Lcffingrw^oU,  what  would  be  the  effect  of 
compoUing  ])oople  to  take  Uberty  bonds  pro  rata  for  income  ? 

Mr.  LeffixcxWELl.  The  effect  would  be  to  impair  om*  position  as 
far  as  it  could  l)e  done  by  legishition.  We  now  get  the  enthusiasm  of 
th(»  p(»opl(^  of  the  Ignited  States  behind  the  sale  on  each  issue  of  liberty 
bonds,  and  we  S'Al  them  to  the  men  who  can  buy  them.  The  third 
liberty  loan,  coming  as  it  did  just  before  taxes  were  due,  was  never- 
theless better  sold,  as  they  say  in  the  bond-s:^lling  business,  than  any 
liberty  bond.  It  was  sold  to  the  people  who  could  tak(^  the  bonds 
and  keep  them,  and  there  is  no  substitute  for  that  intensive  campaign 
in  reaching  the  man  who  can  and  \\all  buy  and  keep  his  bonds.  If 
you  were  to  att(^m[)t  to  say  arl)itrarily  that  <»veryone  must  take  bonds 
according  to  his  income,  you  would  inevitably  have  the  bonds  badly 
sold,  and  you  would  have  them  thrown  on  the  market  and  tied  u]^  in 
the  banks,  and  we  would  be  deprived  of  the  benefit  of  these  patriotic 
canmaigns. 

Mr.  t'AiRCHiLD.  Would  it  be  a  good  thing  to  keep  a  record  of  those 
who  purchased  bonds  and  thosQ  who  sold  bonds  so  that  the  public 
could  know  who  have  them. 

Mr.  Leffingwell.  That  is  a  matter  wliich  the  Secretary  has  been 
giving  a  great  deal  of  attention  to.  There  are  two  sides  to  it.  It 
would  be  hard  for  anyone  to  pass  upon  the  question  in  every  case 
as  to  whether  a  man  should  or  should  not  sell  his  bonds.  The  pub- 
lication of  a  list  without  any  discrimination  carries  with  it  the  danger 
of  doing  injustice  to  the  patriotic  man  who  bought  liis  bond  and  finds 
himseli  unable  to  keep  it.  He  has  got  to  spend  his  time  traveling 
around  the  community  explaining  why  he  sold  his  bond. 

Mr.  Fairchhj).  Wouldn^t  that  do  away  with  the  patriot  who  buys 
bonds  and  then  sells  them  as  soon  bs  he  can. 

Mr.  Leffingwell..  It  would  if  it  carried  with  it  the  condemnation 
of  the  conununity  for  having  sold,  but  it  ought  not  to  carry  that 
eondenination  unless  an  opportunity  were  given  to  the  seller  to  explun 
wliy  he  had  sold.  There  is  also  the  danger  of  substituting  an  arbi- 
trary  for  a  real  market  in  liberty  bonds,  and  thereby  curtailing  the 
success  of  the  next  issue.  If  a  man  thinks  he  has  a  liquid  invest- 
ment, and  he  is  a  business  man  having  notes  to  meet  from  time  to 
time,  liberty  bonds  are  as  good  as  cash  to  him.  If,  however,  he  is 
not  to  be  permitted  to  sell  and  realize  on  his  hivestment,  he  is  not 
in  a  ]H)sition  to  buy  as  many  bonds.  It  is  a  very  difficult  question 
and  one  wliich  the  Secretary  is  very  much  interested  hi  and  is  study- 
ins;  ovei*  carefully.  I  ask  you  to  treat  what  I  say  as  my  personal 
view.  Th(*  Treasury  Department  has  reached  no  conclusion,  I 
have  sought  to  indicate  that  there  are  two  sides  to  it. 

Mr.  LoNGwoRTii.  What  is  the  price  of  the  last  liberty  loan  bonds  ^ 

Mr.  Leffingwell.  Ninety-six  and  one-quarter  last  night. 

Ml'.  Faibchild.  Do  you  not  expect  to  have  nmch  more  diOiculty  in 
the  floating  of  the  next  issue  than  you  did  in  the  last  'i 

Mr.  Leffingwell.  No. 

Mr.  Faibchild.  I  suggested  that  for  the  reason  that  it  seems  to 
me  that  there  is  a  great  congestion  in  certain  departments,  as,  for 
instance,  in  the  factory  which  I  am  connected  with,  we  have  1,300 
men^  and  we  had  100  per  cent  subscriptions  in  that  factory  for  liberty 
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bonds.  About  23  per  cent  of  the  men  have  gone  abroad,  and  about 
40  per  cent  of  our  men  have  laid  doAvn  on  their  subscriptions,  and  the 
company  has  to  carry  those  subscriptions — that  is,  that  includes  the 
23  per  cent  that  have  gone  abroad.  A  number  of  banks  that  I  am 
familiar  with  have  carried  bonds  also  for  their  customers,  the  cus- 
tomers paying  a  small  amount  and  th(»  bank  carrying  them  mitil  they 
are  paid  for  ni  installments.  I  find  that  the  customers  have  laid 
down  and  left  the  bonds  with  the  bcmk,  and  I  wondered,  because  of 
these  reasons,  if  you  were  not  gradually  rmuiing  against  a  condition 
that  would  make  it  harder  to  sell  bonds  than  heretofore. 

Mr.  Leffingwell.  On  the  contrary,  those  conditions  do  exist  but 
there  never  has  been  a  loan  so  well  sold  as  the  third  liberty  loan. 
No  other  has  been  so  well  distributed.  On  the  whole,  so  far  from 
haying  more  difficulty,  I  anticipate  less,  assumhig  that  the  measures 
wMdi  are  now  under  discussion  should  be  carried  out.  In  that  con- 
nection, with  this  bond  bill  and  general  program  under  consideration, 
I  want  to  refer  to  what  the  Secretary  said  in  his  letter  of  June  5  about 
nbnnal  income  taxes. 

Mr.  Treadway.  May  I  ask  you  ojie  question  before  you  leave  the 
past  issues?  Have  you  any  \vay  of  (^stiniatijig  the  pereejitage  of 
bonds  of  the  third  loan  that  are  what  you  might  call  floating,  soldl>ack 
and  forth  on  the  excluujge  f 

Mr.  Leffixgwkll.  It  is  not  possible  to  estimate  that.  I  have 
made  repeated  efforts,  and  the  only  thing  that  we  coukl  say  is  that 
at  one  price  there  is  a  diffen^it  amount  available  for  sale  on  the 
exchange  than  at  another  price.  If  the  price  of  the  old  bonds  is 
94,  you  will  have,  say,  $500,000  of  bonds  offered.  How  manv  would 
be  offered  if  the  price  moved  up  to  95,  you  can  onlv  tell  bv  experience, 
and  that  will  depend  upon  the  condition  of  the  market  and  the  attrac- 
tiveness of  those  bonds. 

Mi\  TuEADWAY.  Is  it  your  idea  that  more  and  more  are  being  with- 
drawn continually  from  general  circulation  and  being  put  away  by 
the  individual  owner  ? 

Mr.  Leffingwell.  I  should  feel  that  the  distribution  of  the  third 
loan  was  pretty  nearly  perfect.  I  doubt  very  much  whether  you  will 
get,  until  peace  comes,  any  better  distribution  of  the  third  loan  than 
we  got  at  the  beginning.  As  to  the  second  loan,  I  think  there  is  a 
steady  putting  of  that  away. 

Mr.  Long  WORTH.  Do  you  think  it  will  have  a  serious  effect  on  your 
program  if  the  next  revenue  bill  does  not  raise  as  much  as 
$8,000,000,000  ?  In  other  words,  if  instead  of  raising  33  per  cent  of 
the  next  year's  estimate  by  taxation,  we  should  raise  a  Uttte  less  ilaa 
30  per  cent,  would  the  effect  be  serious  ? 

Mr.  Lbffingwell,  I  think  it  would.  I  think  3i  per  cent  is  too 
much  variation.  My  fear  is  not  that  we  have  overestimated,  but  that 
we  have  underestimated  the  expenditures  for  the  next  fiscal  year,  and 
the  achievement  of  the  last  year  has  had  so  healthy  and  helpful  an 
effect  that  it  seems  that  we  ou^t  to  make  every  conceivable  effort 
to  retam  that  relative  position. 

Mr.  LoNGWOBTH.  Suppose,  for  instance,  Mr.  Leffingwell— pardon 
the  interruption— but  suppose  we  should  find  that  alter  proposing  as 
mgh  excess  profits  taxes  and  as  high  income  taxes  as  we  feel  that  the 
traffic  can  bewr  at  this  moment,  which  is  our  next  move  in  the  direc- 
tion of  high  taxation,  and  we  should  find  that  we  would  have  to  resort 
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to  consumption  taxes  on  necessaries,  which  might  be  unpopular  and 
bear  hard  on  the  poor  people,  wouldn't  it  be  better  to  stop  short 
slightly  of  $8,000,000,000  than  to  feel  that  we  must  necessmily  rwse 
$8,000,000,000  in  addition  to  these  loans  at  this  timet 

Mr.  Leffingwell.  I  think  it  would  not  be  better.  I  think  tliat 
$8,000,000,000  is  the  minimum. 

Mr.  L()\(;woRTH.  You  think  that  is  the  niinimum? 

Mr.  Leffingwell.  I  think  it  is.  We  have  been  very  cautious 
in  sucli  calculations  as  we  have  made  in  the  Treasury  Building,  and 
laid  before  the  vSecretary,  and  on  which  he  has  based  his  letter  to 
Mr.  Kitchin,  and  I  feel  that  that  is  a  conservative  estimate  of  the 
requirements  for  next  vear.  Bv  conservative,  I  mean  it  is  not  an 
overestimate,  and  that  the  $8 j)()0, 000,000  figure  is  the  minimum. 
I  do  not  think  that  you  will  rea(*h  the  conclusion  that  you  can  not 
safelv  lew  that  amount  of  taxes.  Levying  taxes  is  all  relative  to  the 
available  funds.  Manufacturers  are  easily  frightened,  business  men 
are  esaily  frightened,  and  if  you  follow  such  a  general  plan  as  the 
vSecretary  outlines  in  bis  letter  1  have  no  dou!)t  that  you  can  raise 
that  amount  of  taxes  without  a  quiver  in  the  business  community, 
and  I  ask  you  to  rememl)er  what  tb(^y  said  in  their  trepidation  about 
this  vears  taxes  as  compannl  with  the  exp(^rience  that  we  have 
actually  had.  You  can  not  increase  the  Government's  expenditures 
at  the  rate  at  which  these  expenditures  hav(^  been  and  are  being 
increased  without  setting  money  in  circulation  and  creating  a  situa- 
tion where  you  can  safely  raise  taxes  which  seem  stupendous  to  the 
business  man  whose  mind  does  not  rise  above  his  past  experience. 

Mr.  LoNGWORTH.  Leaving  out  the  business  man  for  the  moment, 
don't  you  think  thuat  the  increase  of  the  normal  tax  of  4  per  cent  up 
to  15  per  cent,  or  maybe  more,  the  effect  that  is  going  to  have  on  the 
average  income  of  the  well-to-do  man,  say,  the  income  from  $10,000 
to  $30,000,  is  going  to  involve  a  good  deal  of,  I  won't  say  suflferifig, 
but  a  great  change  in  the  averse  way  of  living  ? 

Mr.  Lefpingweix.  I  think  that  change  in  the  way  of  living  is  one 
of  the  vital  necessities  for  winning  the  war,  and  savmg  our  prosperity, 
and  I  thmk  that  ajl  the  people  with  whom  I  have  talked,  belonguag  to 
the  class  whose  income  runs  from  $10,000  to  $100,000,  think  they 
have  not  been  paying  enough  taxes.  That  has  been  my  observation, 
my  i)ei'sonal  observation,  and  they  have  in  England  levied  a  30  per 
cent  normal  tax. 

Mr.  LoNGwoRTH.  That  is  the  new  tax? 

Mr.  Leffingwell.  Last  year  it  was  25  per  (^ent,  and  the  tax  that 
you  speak  of — 15  ])er  cent— seems  to  me  to  be  a  very  modest  amount* 

Mr.  Sterling.  I  do  not  know  that  I  have  got  your  ideas  about 
these  expen(Utures  clear  in  my  own  mind.  You  estimated  last  year 
or  tbe  Se(  retarv  did,  that  the  cost  of  the  war  w^ould  be  about 
$20,000,000,000  "to  Julv  this  year. 

Mr.  Leffingwell.  No,  sir;  he  transmitted  the  estimates  of  the 
departments,  and  w^e  had  not  then  any  experience  to  go  upon.  That 
estimate  was,  as  I  rerall  it,  simj^ly  what  passed  through  his  hands 
frmn  the  sj^ending  departments  of  the  Government. 

Mr  Sterling.  That  is  what  tbe  total  estunates  amounted  to^ 
wasn't  it,  $19,000,000,000  or  $20,000,000,000  ? 

Mr.  CaoKSBY.  They  were  the  estimates  of  the  various  departments 
as  to  appropriatioBs,  Judge* 
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Mr.  Sterling.  Now,  this  $12,000,000,000  or  SI 3, 000,000,000  which 
we  spent  this  year,  that  includes  the  loans  to  Uie  allies  ? 
Mr,  iiEFFiNGw  ELL.  Yes,  sir. 

Ifr.  Stebijkg.  What  was  the  estimate  made  by  tiie  Secretary  of 
the  Treasury  then  for  the  expenses  of  this  year? 

Mr.  Leffinoweix.  He  made  no  estimate  so  far  as  I  recall.  He 
transmitted  the  %ures  which  did  contemplate  total  appropriations 
of  $20,000,000,000.  That  was  simply  a  compilation  of  Uie  data 
fumishcKi  to  him  by  the  various  departments. 

1^.  LoNGWOBTH.  That  included  authorizations  ? 

Mr.  Leffingwell.  Appropriations  and  authorizations,  I  think. 

Mr.  Sterling.  We  loaned  tlie  ^lies  about  $5,500,000,000  up  to  the 
coming  month  ? 

Mr.  Leffingwell.  $5,594,000,000. 

Mr.  Sterling.  Five  bilhon  and  a  half,  so  the  actual  cost  to  us  of 
our  part  of  the  war  is  about  $6,500,000,000,  isn't  it  I 
The  Chairman,  That  is  of  this  year's  expenditm-es. 
Mr.  Sterling.  Up  to  the  1st  of  July. 

Mr.  Garner.  That  does  not  include  a  lar^e  amount  of  contracts 
that  have  been  made  and  which  will  be  payable  later  on. 

The  Chairman.  The  next  fiscal  year.  We  have  two  other  matters. 
Is  there  any  other  gentlemen  who  wants  to  ask  any  questions  ? 

Mr.  FoRDNEY.  How  many  certificates  of  mdebtedness  are  outstand- 
mg  now  ? 

Mr.  Leffingwell.  There  are  roughly  ?388,000,000  of  Treasury 
certificates  maturing  July  9,  $400,000,000  maturing  July  IS,  and  we 
have  sold  of  the  issue  dated  June  25  to  date  about  8500,000,000,  I 
estimate.  Those  would  be  the  certificates  outstanding  to  date.  I 
have  among  my  memoranda  a  precise  statement,  which  I  will  add  to 
my  statement,  if  I  may. 

Mr.  LoNGWORTH.  That  is  $1,300,000,000. 

Mr.  Leffinqwell.  Yes,  roughly.  I  find  that  I  have  the  state- 
ment showing  the  certificates  outstanding  to  which  I  just  referred 
md  which  is  as  follows: 

JUHB  1918, 

.Issues  oj  certificates  oj  indebted n^'ss  out<tunditiy  and  not  yet  matured. 


Date  of  issue. 


Apr.  10, 1918. 
Apr.  22, 1918. 

June  25, 1918. 
Total.. 


Date  of  maturity. 


July  9,  1918  

July  18, 1918.  

Oet.  2ft,  1918  (estiuiated) 


Amount. 


8388,727,000 
401,049,000 
500,000,000 


81,289,776,000 


Mr.  FoBDNBT.  Mr.  Leffingwell,  I  understood  you  to  say  that  the 
loans  to  our  allies  are  falling  off  ? 

Mr.  Lbffinqwbxjl.  They  showed  a  reduction  during  the  winter, 
but  they  have  been  climbing  back  again  lately.  Of  course  one  ele- 
ment in  the  reduction  was  the  cessation  of  loans  to  Russia,  and  another 
has  been  our  expenditures  in  France,  which  have  produced  millions 
of  dollars  in  the  United  States  available  to  the  Grovemment  of  France 
without  tfid  necessit;^  of  her  borrowing  here.  How  long  that  condi- 
tion wifl  continue  it  is  very  difficult  to  judge. 
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Mr.  FoBDNEY.  lifr.  Leffingwelly  I  do  not  agree  with  you  and  some 
other  men  as  to  the  percentage  of  our  expenditures  tliat  should  he 
raised  hy  ttaation  and  the  percentage  raised  hy  loans.  We  are 
loaning  to  our  allies  in  this  war  about  $6,000,000,000  a  year.  We 
exoect  them  to  pay  interest  on  that  borrowed  money  and  the  princi- 
pal when  due.  I  do  not  believe  we  ought  to  raise  by  taxation  the 
money  that  we  are  loaning  to  our  allies.  I  believe  that  we  ought  to 
borrow  that.  It  is  a  loan  to  them,  and  they  will  turn  it  in  to  the 
Government  and  the  Govenmunt  loans  it  to  their  Government. 
The  difference  between  our  actual  expenditures,  our  actual  needs, 
and  the  S24,()()(),()()0,()()0  is  more  than  40  per  cent  of  our  own  expendi- 
tures. It  would  be  in  round  numbers  $18,()0(),()00,0()0;  that  is,  pro- 
vided we  loan  to  the  allies  S6,000,()0(),()0()  during  that  time.  No 
country  in  the  world  has  ever  raised  thai  percentage.  You  aiul  I 
can  not  settle  it  right  here,  Mr.  LeffingAvell,  but  I  am  going  to  express 
myself  beciuise  you  have  done  so  (m  that  point.  I  do  not  believe  we 
ought  to  raise  from  the  ])eople  that  percentage  of  (vxpoiuliture  through 
direct  taxes.  It  is  loo  much  to  be  exacted  from  th(^  people  when 
conditions  are  abjujrmal  and  the  cost  of  living  ami  everything  else  is 
excessive.  Price-fixing  is  uit(Mided  to  kee])  prices  down  to  the  con- 
sumer. Tliat  is  a  good  purpos(\  but  it  is  going  to  lessen  tlie  profits 
of  the  people  of  the  country,  ajul  tlu^  cJiances  an\  lesseii  the  amount 
of  money  that  the  GovernmeiJt  can  collect  from  income,  il*  it  does 
have  tlie  desired  effect  of  holding  the  prices  down  to  the  consumer. 
I  believe  $8,000,000,000  is  more  money  than  we  ought  to  raise  from 
the  people  the  coming  year,  as  Mr.  Moore  has  said.  I  am  goii^  to 
do  all  I  can  to  have  this  bill  as  near  my  view  as  possible.  I  am  going 
to  fight  for  anything  to  carry  on  this  war  successfully.  I  wish  I 
could  induce  other  men  to  see  this  question  as  I  see  it.  I  may  be 
wrong,  but  I  think  I  am  right,  and  I  think  we  are  raising  too  much 
when  we  raise  $8,000,000,000,  because,  as  before  stated,  I  do  not 
believe  we  ought  to  raise  one  cent  of  taxation  that  we  are  loaning  to 
our  allies.    That  ought  to  be  borrowed  money, 

I  am  afraid  we  are  getting  in  deep  water,  but  the  <iuestion  of 
whether  the  money  that  we  have  in  the  country  is  sufficient  to  per- 
mit us  to  raise  $8,000,000,000  is  one  easilv  solved.  For  instance,  we 
have  about  $6,000,000,000  of  mon^y  in  ttie  country,  if  I  am  correct, 
from  statistics.  The  circulation  of  that  money  depends  upon  how 
far  it  will  go,  and  when  it  will  pay  to  keep  it  goinj^.  There  wiU  be 
a  great  many  debts.  Suppose  there  were  20  men  in  the  room  and 
each  owed  $5  and  there  is  only  one  $5  in  the  crowd.  The  man  that 
has  it  pays  it  to  the  man  next  to  him  and  he  pays  the  man  next  to 
him,  and  when  it  has  gone  half  way  round  half  the  indebtedness  is 
wiped  out,  and  when  it  gets  all  tlie  way  aroimd  and  back  to  the 
original  owner  all  the  indebtedness  is  wiped  out.  That  is  the  eflFect 
of  keeping  money  going,  and  the  $6,000,000,000  that  we  have  in  the 
country  will  pay  many  debts  if  we  keep  it  going.  It  must  go  in  time 
of  war. 

I  am  not  w^orrying  about  getting  the  money  for  the  next  liberty 
loan.  People  are  awakening  to  the  fact  that  we  are  in  the  war.  We 
are  losing  our  boys,  and  it  takes  money  to  support  them  on  the  field 
of  battle,  as  we  should  support  them,  and  everybody  that  has  money 
or  property  feels  as  you  and  I  do  about  that:  I  am  ready  to  go 
ahead  with  every  dollar  I  have  in  the  world  and  borrow  money  to 
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buy  liberty  bonds,  and  so  does  every  man  feel  exactly  as  I  do,  and 
even  if  the  small  purchasers  of  bonds  drop  out,  as  Mr.  Fairchild  has 
said  40  per  cent  of  his  employees  have  done,  other  people  will  come 
forw^ard  and  buy  these  bonds,  and  furnish  all  the  money  we  want. 
We  need  not  w^orry  about  it,  but  we  ought  to  be  careful  about  the 
amount  of  taxes  that  we  are  imposing  at  this  time,  for  fear  that  you 
kill  the  goose  that  lays  the  golden  egg  and  stop  the  profits  of  the 
country,  because  out  of  those  the  taxes  must  come.  The  greater  the 
profits  the  greater  the  taxes. 

The  Chairman.  Coidd  you  return  at  2.30  i 

Mr.  L£FFiNGW£LL.  Yes,  sir. 

Interest-bearing  debt. 


Consols  of  1930   $599.  724, 050 

Loan  of  1908-1918   ()8, 945,  460 

Loan  of  1925   118,  489,  9(K) 

Panamas  of  1916-1936   48, 954, 180 

Panamas  of  191&-1938   25, 947, 400 

Paaamas  of  1961   50,000,000 

Conversion  bonds  ^   28,  894, 500 

1-year  Treasury  notes  ,   19, 150, 000 

Postal  savings  bonds  ^   n ,  0(>0,  700 

Oertificates  of  indebtednesB  •   1 , 289,  776, 000 

Pirnt  liberty  loan  *  1, 986, 791, 434 

Second  liberty  loan  »  3, 807,  846,  915 

Third  liberty  loan  ^  3, 234,  327,  221 

War  savings  and  thrift  stamps  (June  24)   289, 250, 653, 


Total   11,574,158,413 


Mr.  Leffingwell.  I  submit  copies  of  department  circular  No. 
Ill,  offering  the  third  loan  for  subscription;  of  the  Secretary's  public 
announcement  of  the  result  of  the  loan;  of  two  supplements  to  de- 
partment circular  No.  92,  the  first  deahng  with  deposits  of  the  pro- 
ceeds of  the  third  liberty  loan  and  the  second  with  deposits  of  income 
and  excess-profits  taxes;  of  department  circular  No.  114,  dealing  with 
conversions  consequent  upon  tne  third  liberty  loan ;  and  of  the  Secre- 
tary's pubhc  statements  of  April  25  and  June  11,  1918,  in  ielati<m  to 
the  payment  of  income  and  excess-profitB.taxjeg. 

13,000,000,000  UNiTfiu  Skates  of  America  4^  Per  Ceut  Golu  Bonds  of  1928— 

Third  Liberty  Loan. 

Bated  and  bearing  interest  from  May  9,  1918.  Due  September  15,  1928. 
Interest  payable  September  15, 1918,  and  thereafter  March  15  and  September  15. 

Authorized  by  an  act  of  Congress  approved  September  24,  1917,  as  amended  by  an 
act  of  Congress  approved  April  4,  1918.    Offered  for  subscription  in  department 
circular  No.  Ill,  of  April  1918,  to  be  found  on  the  following  pages,  to  which  reference 
is  made  for  full  information  concerning  the  bonds  and  this  offering,  and  from  which 
statements  on  this  page  are  snmrnarized  and  to  which  tliey  are  subject. 

Denominations:  Coupon  and  registered  bonds,  $50,  $100,  $500,  $1,000,  $5,000, 
$10,000;  and  registered  bonds,  $50,000  and  $100,000. 

Exempt  as  to  principal  and  interest  from  all  taxation  by  the  United  States,  any 
■State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing  authority, 
except  (a)  estate  or  inheritance  taxes,  and  (b)  United  States  graduated  additional 
income  taxes  (commonly  known  as  surtaxes)  and  excess-profits  and  war-profits  taxes. 
The  interest  on  an  amount  of  bonds  and  certificates  authorized  by  said  act  approved 
September  24,  1917,  or  by  said  act  as  amended  by  said  act  approved  April  4,  1918, 
the  principal  of  which  does  not  exceed  in  the  aggregate  S5.000.  owned  by  any  indi- 
vidualypartnership,  association,  or  corporation^  slxall  be  exempt  from  the  taxes  pro-  * 
vided  mr  in  clause  (6)  above. 
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Xonconvertiblo  and  not  su])ject  to  rail  for  redemption  ]>efore  maturity. 

Honds  receivable  at  par  and  accrued  interest  in  payment  of  Tnited  States  estate  or 
iuheritance  taxes  upon  the  estate  of  any  person  wlio  shall  have  owned  them  con- 
tinuously for  at  least  six  months  last  preceding  his  death. 

Bond  purchase  fund:  The  Secretary  of  the  treasury  is  authorized,  from  time  to 
time,  until  t  le  expiration  of  one  year  after  the  termination  of  the  war,  to  purchase 
bonds  of  this  issue  to  an  amount  not  exceodimr.  in  the  first  vear  from  the  date  of  is8u6 
of  such  bonds,  one-twentieth  of  the  par  amount  of  such  bonds  originally  issued,  nor. 
in  any  subsequent  year,  one-twentieth  of  the  par  amount  of  such  bonds  outstanding 
at  the  beginning  of  such  subsequent  vear. 

Applications  must  reach  the  Treasury  Department,  Washington,  D.  C,  a  Federal 
reserve  bank,  or  a  branch  thereof  named  in  said  circular,  or  some  incorpomted  bank 
or  trust  company  within  the  United  States  (not  including  outlyin?  territories  and 
possessions)  on  or  before  the  close  of  business  May  4,  1918,  the  right  beins?  reserved 
by  the  Secretary  of  the  Treasury  to  close  tlie  subscription  at  any  earlier  date.  All 
applications  for  bonds  in  excess  of  $10,000  par  amount  will  be  received  subject  to 
allotment. 

Tenr.s  of  payment :  5  per  cent  with  application  on  or  before  May  4,  191S;  20  per  cent 
on  May  28.  1918:  35  per  cent  on  July  18.  1918;  40  per  cent  on  August  15,  1918  (with 
accrued  interest  from  May  9,  1918,  on  the  three  deferred  installments).  Payment  in 
full  of  any  suljscription  may,  if  the  subscriber  so  elects,  be  made,  without  rebate  of 
interest,  \nth  the  application  on  or  l^efore  May  4, 1918.  Otherwise  payment  for  the 
bonds  sul)srribed  for  must  be  completed  so  as  to  reach  a  Federal  reserve  bank,  or  a 
branch  thereof,  on  May  9.  1918.  or,  with  accrued  interest,  on  May  28,  July  18,  or 
August  15,  1918,  previous  installments  havinir  been  duly  ]»aid. 

Amount  of  issue:  Subscriptions  for  $3,000,000,000  of  the  l)onds  are  in\dted,  the  ri^ht 
being  reserved  to  allot  additional  bonds  up  to  the  full  amount  of  any  oversubscription 

Del  Lvery;  Bonds  as  described  in  the  circular  will  be  delivered  promptly  after  com- 
pletion of  payments  therefor,  but  no  such  deliveries  will  be  made  prior  to  May  9, 
1918.  exrept  to  subscribe  for  coupon  bonds  not  in  excess  of  SIO.OOO  par  amount  who 
make  jjayment  in  full  on  or  before  May  4,  1918.  The  ritdit  is  reserved  in  making 
deliveries  before  May  9  to  deliver  bonds  of  tlie  largest  denomination  or  denominations^ 
not  exceeding  $1,000,  contained  in  the  resjjective  amounts  of  bonds  subscribed  for  ' 

Phce,  100  per  cent  and  accrued  intwest. 

I^BASUBT  Department. 

WudmgUmi  April  6, 

[Department  Circular  No.  Ill,  of  April,  iyi8,  Loans  and  Currency.] 

Treasury  Department, 
Ofpice  of  the  sec  retary, 

Washiyiglon,  April  6,  V.U8. 
The  Secretary'  of  the  TmL-^ury  invites  siil)seripTioiis,  at  par  and  accrued  interest, 
from  the  people  of  the  United  States  for  $3,000,000,000  of  United  States  of  America 
4\  per  cent  gold  bonds  of  1928,  of  an  issue  authorized  by  an  act  of  C  ongreas  approved 
8eptembCT24,  1017,  as  amended  1>y  an  act  of  Congress  approved  April  4, 1918;therk^t 
being  reseived  to  allot  additional  bonds  up  to  the  fidl  amount  of  any  oversubec^p^n 


DESCUimON  OF  BONUS. 


J9enomina^ton«.— Bearer  bonds  with  interest  coupons  attached  will  be  issued  in 
denominations  of  S50.  $100,  $500,  $1,000,  §5,000,  and  $10,000.   Bonds  registered  as  to 

principal  and  interest  will  heissned  in  denominations  of  S50,  ^IQO,  $500,  $1,000,  $5,000, 
110,000,  aiid.  s  100. 000.  Pro\-i.-^ion  will  he  made  for  tlie  interchange  of  bonds  of  differ- 
ent denominations  aaid  of  coupon  and  rciristered  honds  and  for  the  transfer  of  registered 
bonds,  without  charge  by  the  United  States,  and  under  rules  and  regulations  prescribed 
by  the  Secretary  of  the  Treasury. 

Rate  of  interest,  date  of  honds,  and  matunty— The  bonds  will  be  dated  May  9,  1918, 
and  M-ill  hear  interest  from  that  date  at  the  rate  of  4!  per  cent  per  annum,  payable  on 
September  15,  1918,  and  thereafter  semianiiually  on  March  15  and  Septeml)er  15. 
The  interest  payable  on  September  15,  1918,  wifl  be  for  129  davs.  The  bonds  will 
mature  September  15,  1928.  The  principal  and  interest  of  the  bonds  are  payable 
in  United  States  gold  coin  of  the  present  standard  of  value. 

Tax  exemption, — The  bonds  shall  be  exempt,  both  as  to  principal  and  interest,  from 
al!  taxation  now  or  hereafter  imposed  by  the  United  States,  any  State,  or 'any  of  the 
possession  of  the  Tnited  States,  or  bv  anv  local  taxiiii^  authority,  exce])t  (a  )  estate  or 
inheritance  taxes  and  [b)  graduated  additional  income  taxes,  commonly  known  as 
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surtaxes,  and  excess-profits  and  war-profits  taxes,  now  or  hereafter  imposed  by  the 
United  States,  upon  the  inc(Hue  or  profits  of  individuals,  partUCTrfups,  associations,  or 
corporations.  The  interest  on  an  amount  of  bonds  and  certificates  autliorized  by  said 
act  approved  September  24,  1917,  or  by  said  aet  as  amended  bv  said  act  approved 
April  4,  1918,  the  principal  of  which  does  not  exceeed  in  the  aggregate  §5.000,  owned 
by  any  individual,  partnership,  association,  or  cori:>omtion,  shffl  be  exempt  from  the 
taxes  provided  for  in  clause  (h)  above. 

NoneonrertihJe  and  not  subjecf  to  rati  for  redemption  before  ma'itrifif.— The  bonds  of 
this  issue  are  not  entitled  to  any  privilefje  of  (-(.nversion  iido  bunds  beariiiir  a  higher 
rate  of  interest.    The  bonds  are  not  subject  to  call  i'or  n-dtMnption  bfMore  niaturilv. 

Receivable  for  Federal  inheritance  Uuts. —Any  of  the  injuds  which  have  been  owiieJ 
by  any  person  continuously  for  at  least  six  months  prior  to  the  date  of  his  deatliy  and 
which  upon  such  date  constitute  part  of  his  estate,  shall,  under  ]  ales  and  regulations 
pn^seribed  bv  the  Secretary  of  tlae  Treasury,  be  receivable  by  the  United  States  at  par 
and  accrued  interest  in  payment  of  any  estate  or  inlnn-itance  taxes  im]>oped  by  the 
United  States,  under  or  by  vh  tue  of  any  present  or  future  law,  upon  such  estate  or  the 
inheritance  thereof. 

Bond  purchase  /w/id;— The  Secretary  of  the  Treasury  is  authorized,  from  time  to  time, 
until  the  expiration  of  one  year  after  the  termination  of  the  war,  to  purchase  ]>ond8  of 
this  issue  at  sucli  prices  and  n]>on  such  terms  and  conditions  as  he  mav  pres.-rilto.  Tlie 
par  amount  of  i>onds  of  tins  issue  which  may  be  purchased  in  the  12  inontlis'  ])eriod 
beginning  on  the  date  of  issue  sliail  not  exceed  one-twentieth  of  the  par  anaHini  of  such 
bonds  or^ifinally  issued,  and  in  each  12  months*  period  thereafter,  shall  not  ex(  eed 
one-twentieth  of  the  amount  oi  the  bonds  of  such  issue  outstanding  at  the  b^;mnii^ 
of  su'  h  12  months'  period.  The  average  cost  of  the  bonds  of  this  issue  purchased  in 
iuiy  such  IZ  months'  period  shall  not  exceed  par  and  accrued  interest. 

Ai'l'LlCATlONiS. 

Ojfidal  agencies, — ^The  agencies  designated  by  the  Secretary  of  the  Treasur\'  to 
receive  applications  for  the  bonds  noAv  offered  are  the  Treasury  Department  in  \V'ash- 
ington,  D.  (\,  and  the  Federal  reserve  banks  in  lloston,  New  York,  Philadel]  hia, 
Cleveland  (with  branches  at  Cincinnati  and  Pittsbur^rh;,  Rithmond  (with  lyranch  at 
Baltimore),  Atlanta  (with  branch  at  New  Orleans),  Chicago  (\\  ith  branch  at  Detroit), 
St.  Louis,  Minneapolis,  Kansas  City  (with  branches  at  Omaha  and  Denver),  Dallas, 
and  San  Francisco  (with  branches  at  Portland,  Seattle,  and  Spokane).  The  Federal 
reserve  ])anks  have  ])een  desisrnated  as  fisral  asrents  of  the  United  J^tates,  to  collate 
applications,  to  receive  ]  a>ments.  and  to  make^delivery  of  the  bonds  allotted.  Sub- 
scribers may  send  their  applications,  accompanied  by  the  re(iuiied  payment,  direct 
to  any  of  said  banks  or  branches. 

Subscribers'  agencies —Large  numbers  of  National  banks,  State  banks,  and  trust 
companies,  investment  bankers,  express  companies,  newspapers,  department  stores, 
and  other  corporations,  firms,  and  organizations  have  ] :atrioti(  allv  offered  to  receive 
and  transmit  applications  for  the  l^onds  ^vithout  expense  to  the  applicants.  The 
Secretary  of  the  Treasury  appreciates  the  value  of  these  offers,  and  will  hsLxe  appli- 
cation blanks  widely  distributed,  through  the  Federal  reserve  banks,  to  these  insti- 
tutions throughout  the  country,  as  well  as  to  the  poet  offices.  No  commissions  will  be 
paid  upon  subscriptions,  and  those  who  receive  and  transmit  api^iacattums  aie  tih^e- 
fore  renderin^r  the  service  as  a  patriotic  duty. 

Form  of  application. — Applications  mnst  he  in  the  form  jn-escribed  by  the  Secretary 
of  the  Treasury  and  be  accompanied  by  payment  of  5  per  cent  of  the  amount  of  bonds 
^plied  for.  Applications  must  be  for  bonds  to  an  amoimt  of  $50  or  some  multiple 
thereof.  At  the  option  of  the  subscriber  payment  in  full  may  be  made  with  the 
application  ^vithout  rebate  of  interest,  in  which  case  bonds  as  described  herein, 
dated  and  bearing:  interest  from  Mav  9,  1918,  will  be  delivered  to  the  subscriber  as 
soon  as  possible  after  the  application,  accompanied  In-  such  ]>avment  in  full,  is 
received,  except  that  no  deliveries  of  Iwnds  upon  subscriptions  in  excess  of  §10,000 
will  be  made  prior  to  May  9,  1918.  If  registered  bcnkte  are  desired  and  payment  in 
full  is  made  with  the  application,  the  subsfriber  should  fill  out  the  required  form 
appearing  on  the  application  blank,  in  which  case  rerfstered  bonds,  dated  and  bear- 
ing interest  from  May  9,  19J8,  will  be  mailed  as  promptlv  as  possible  to  the  address 
given.  All  applications  for  bonds  in  excess  of  $10,000  par  amount  will  be  received 
«a^ect  to  allotment. 

Tim  of  dosing  application  ftoofa.— Applications  accompanied  by  payment  as  afoie* 
said  must,  rear  h  the  Treasury  Department  or  a  Federal  reserve  bank,  or  one  of  said 
branches,  or  some  in.corporated  bank  or  trust  company  within  the  Uiiited  States  (not 
including  outljing  territories  and  possessions),  not  later  than  the  close  of  I)usiue88  on 
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May  4,  1918,  the  right  being  reserved  Vjy  the  Secretary  of  the  Treasury  to  cloae  the 
subscription  on  any  earlier  date,  to  reject  any  applications,  and  to  allot  less  than  the 
amount  of  bonds  applied  for.  Applications  received  by  any  incorporated  l)ank  or 
trucrt  company  on  or  before  May  4,  1918,  must,  by  such'  bank  or  trust  company,  be 
transmitted  to,  or  covered  by  its  own  sutflcriptiou  to,  the  Federal  reserve  bank  of  the 
district  in  which  it  is  located,  reaching  such  Federal  reserve  ])ank  not  later  thwa  tiie 
cloae  of  bufiiiieaa  on  May  9, 1918,  accompanied  by  payment  aa  aforesaid. 

PAYMENTS. 

Payment  for  bonds  allotted,  in  addition  to  the  first  installment  of  5  per  cent  on 
application  on  or  before  May  4,  1918,  will  be  required  to  be  made  so  as  to  reach  a  Fed- 
eral reserve  bank  or  a  branch  thereof,  as  follows:  Twenty  j)er  cent  on  May  28,  1918;  35 
percent  on  July  18, 1918:  40  per  cent  on  August  15, 1918,  with  accrued  interest  from  May 
9,  1918,  on  the  three  deferred  installmenta.  Receipt  of  installment  payments  made 
to  official  agencies  prior  to  payment  in  full  will  be  acknowledged  by  the  seveml 
Federal  reserve  banks.  Payments  must  be  noade  when  and  as  required  under  penalty 
of  forfeiture  of  any  and  all  installments  preAdounly  paid  and  of  all  right  and  interest 
in  the  IhhuIs  allotted.  Payment  for  bonds  allotted  in  any  amount  may  be  completed 
without  previous  notice,  but  only  so  as  to  reach  a  Federal  reserve  bank,  or  a  kiranch 
thereof,  on  May  9,  19X8,  or,  with  accrued  interest  from  May  9,  1918  (the  previous 
installment  orinstalhnentshaving^ii  duly  paid),  on  May  28,  July  18,  ot  August  15; 
1918. 

Patfment  in  Umtcd  Stat4^s  Treasury  certificates  of  indehti  fJness. — Payment  of  the  lirst 
installment  of  5  per  cent,  or  payment  in  full  with  application  on  or  before  May  4, 1918, 
or  completion  of  payment  on  May  9,  1918,  may  be  made  in  United  States  Treasury 
certificates  of  inctebtednees  of  any  maturity  except  Hiofie  matiuing  April  22,  1918. 
and  June  25,  1918.  Payment  on  other  installment  dates  may  be  made  in  United 
States  Treasury  certificates  of  indebtedness  of  the  issues,  if  any.  maturing  on  said 
installment  dates,  rcvspectively.  Snch  certificates  will  be  received  at  their  face 
value,  and  the  accrued  interest  thereou,  which,  in  case  of  payment  of  the  first  in- 
staJhoaent  or  payment  in  full  on  or  before  May  9.  will  be  computed  to  May  9,  will  be 
lemitted  by  dieck  to  the  subscriber.  Treasury  certificates  mus  presented  must  not 
be  of  a  larger  face  value  than  the  amount  then  to  be  paid  on  the  subscription;  and 
subscribers  should  obtain  certificates  in  appropriate  denominations  in  advance.  In- 
corporated banks  and  trust  companies  in  the  United  Stales,  duly  qualified  as  special 
depositaries  of  public  moneys,  may  make  payment  by  credit  for  bonds  subscribed  for 
for  themselves  and  their  customers  up  to  an  amount  for  which  such  depositaries, 
respectively,  shall  have  been  qualified  in  excess  of  then  existing  deposits,  when  so 
notified  by  Federal  reserve  banks,  but  only  to  the  extent  that  they  can  not  make  eujch 
payment  in  such  Treasury  certificates  of  indebtedness. 

Hoiv  to  make  paj/ments.—  lt  is  strongly  recommended  lhat  subscribers  avail  them- 
selves of  the  assistance  of  their  own  banks  and  trust  companies,  in  which  case  they  will, 
<rf  course,  noake  payment  through  mch  institutions.  In  cases  where  they  do  not  do 
80,  snbsmbers  should  make  payment,  either  to  the  Treasury  Department  in  Wash- 
ington or  to  one  of  the  Federal  reser\'e  banks  in  cash .  or  by  bank  draft,  certified  check, 
post-office  monev  order,  or  express  company  money  order,  made  payable  to  the  order 
of  the  Secretarv'of  the  Treasury  if  the  application  is  filed  with  the  Treasury  Depart- 
ment in  \\'ashington  (thus:  "The  Secretary  of  the  Treasury,  third  liberty  loan  ac- 
count*')^  or,  if  the  application  is  filed  elsewhere,  made  payable  to  the  order  of  the 
Federal  reserve  bank  the  district  in  which  the  application  is  filed  (thus:  ^'Fedefftl 
Ileserve  &uo^  of  -\  third  liberty  loan  account'^). 

DELIVERY. 

Bonds  dated  May  9,  1918,  and  bearing  interest  from  that  date,  will  be  delivered 
after  due  completion  of  payment,  by  the  several  Federal  l  eserve  banks,  as  fiscal  agents 
of  the  United  States  as  far  as  practicable  in  accordance  with  written  instructions 
giv(»n  by  the  subsfribers.  and,  within  the  United  States,  its  territories  and  insular 
possessions,  at  the  expense  of  the  United  States,  Bonds  as  described  in  the  circular 
will  be  delivered  promptly  after  completion  of  payments  therefor,  but  no  such  de- 
liveries will  be  made  prior  to  May  9,  1918,  except  to  subscribers  for  not  in  excess  of 
SI  0.000  par  amount  of  coupon  bonds  who  make  payment  in  full  on  or  before  May  4, 
19IS.  In  malduK  deliveries  l)efore  May  9,  the  right  is  reserved  to  deliver  bonds  of  the 
largest  denomination  or  denominations,  not  exceeding  $1,000,  contained  in  the  respec- 
tive amounts  of  bonds  subscribed  for. 
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INTEB3B8T. 

As  the  bonds  are  dated  May  9,  1918,  no  accrued  interest  will  be  due  on  sul)scriptions- 
far  bonds  paid  for  in  full  on  or  before  that  date.  No  rebate  of  interest  will  be  allowed, 
either  on  account  ci  full  payment  in  ad vance  of  May  9, 1918,  or  on  account  of  the  first 
installment  of  5  }>er  cent.  Ux)on  completion  of  payment  for  the  bonds  on  May  28, 
July  18,  or  August  15,  191J<,  the  sul>scriber  w-ill  be  refjuired  1o  pay  accrued  interest 
from  May  9,  1918,  on  tlie  deferred  installment  or  installments  at  the  rate  of  4  \  per  cent 
per  annum. 

FU8THBR  DETAILS. 

Tlie  bonds  will  be  recci\  able  iis  security  fur  deixxsits  of  pul>lic  money,  i»ut  will  not 
bear  the  circulation  prisilege. 

Coupon  bonds  will  have  four  interest  coupons  attm-hed,  covering  interest  paymrats 
up  to  and  including  March  15,  1920.  On  or  after  that  date  holders  of  these  bonds 
should  surrender  the  same  and  obtain  a  now  bond  or  lionds  havine  coupons  attached 
thereto  coverinfr  semiannual  ])aynients  from  Sc]neniber  15.  1920.  to  September  15, 
1928,  both  inclusive.  Thit?  is  lo  avoid  the  inctnivenience.  both  to  the  United  States 
and  to  subscribers,  incident  to  the  delivery  of  interim  receipts,  and  to  allow  sufficient 
tune  for  the  engraving  and  printing  of  bonds  with  the  full  number  of  coupons  attached. 

The  Secretary  of  the  Treasiuy  may  malce  special  arrangements  for  subscriptions  for* 
the  bonds  at  not  less  than  par  from  persons  in  the  military  or  naval  fcurces  of  the  United 
States. 

Further  details  may  be  annoimced  by  the  Secretary  of  the  Treasury  from  time  to 
time,  information  as  to  which  as  well  as  forms  for  ap])lication  may  be  obtained  from 
the  Treasury  Department  or  throi^b  any  Fed^^  reserve  bank. 

W.  G.  M(  Ai>oo, 
Secr^my  of  the  Treaxmy, 


Statement  bt  Sbcrsta&t  McAboo. 

In  response  to  the  Treasury's  in\-itation  for  subscriptions  to  $3,000,000,000  United" 
States  of  America  Ah  per  cent  gold  bonds  of  1928,  of  the  third  liberty  loan,  th^  have- 
been  received  subscninions  to  the  amount  of  $4,170,019,650,  from  about  1 7,000,000 
subscribers.  This  is  the  most  successful  loan  the  United  States  has  offered,  both  in 
number  of  subscribers  and  in  the  amount  realized.  Every  subscription  was  made 
witli  full  knowledge  that  allotment  in  full  was  to  be  expected,  unlike  the  first  loan,, 
when  allotments  were  limited  to  $2,000,000,000,  and  the  second  loan,  when  allotments 
were  limited  to  tme-half  the  ovamibscription.  This  great  result  was  achieved,  not- 
wi^Btanding^the  bet  that  the  country  has  been  called  upon  to  pay,  smce  the  second 
liberty  loan  and  to  and  including  the  month  of  June,  income  and  excess-profits  taxes 
to  the  amount  of  approximately  ?;iOO0,000,00O,  which  will  make  a  total  amount 
turned  into  the  Treasurv  of  the  United  States  from  such  taxes  and  the  third  liberty 
loau  of  about  $7,000,000^000. 

In  the  first  campaign,  which  started  just  one  year  ago,  bmids  were  sold  to  sqi^xi- 
mately  4,500,000  people,  and  the  country  was  amazed  at  this  wonderful  e\ddence  of 
public  interest.  In  October  about  9,500,000  people  bought  liberty  bonds  and  now,, 
with  an  even  more  effective  organization  and  an  intense  spirit  of  patriotism  through- 
out the  country,  approximately  17,000,000  people  purchased  bonds  of  the  third  lib- 
erty loan.  This  equds  approximately  one«ixtib  of  our  total  popuJattcm.  The  reptxrt 
by  distdete,  ami^ged  m  order  ^  thar  pevceDitage  of  oveiBubemptUm,  is  as  fdlows: 


District. 

<)iiota. 

Subsoriptioiis. 

Penrntag^ 

of  qnota. 

Per  cent. 

$105, 000,  OOt) 

$180,S26,350 

172 

Kansas  City  

130.000,000 

202,301,050 

15S 

130,000,000 

199,0S5,900 

153: 

90,000,000 

136.  r>.T3. 3.50 

ISt 

Philadelphia  

250,000,000 

361,963,500 

i4ir 

80,000,000 

115,395,200 

42."),  000, 000 

fiOK,  S7S,  600 

14S 

130.000.000 

18o.<H)fi.9.T0 

14$ 

2.if).  000. 000 

3.>4.r):i7.2.V) 

142 

San  Francisco  

210,000,000 

286,577,450 

Cleveland  

300,000,000 

988, 200 

900,000,000 

1,114,930,  700 

12# 

17,915,150 

4,170,019,650 

28 
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Tlie  foreiroiiig  figures  are  subject  to  slight  modifications  upon  receipt  of  final  audited 
tigiu-es  from  the  several  oistzicts.  Aay  such  adjustmeiit  will  not  materially  affect 
the  total. 

I  congratulate  the  country  on  this  wonderful  result  wliich  is  irrefutable  evidence 
«  the  strength,  patriotism,  and  detennination  of  the  American  people. 


lJ?upplemeiii  to  l>epartment  Circute  No.  92, 1918,  Division  of  X'ubllc  Jdoneys.] 

Special  Deposits  of  Pobuc  Moneys  Under  the  Act  op  Congbsss  Appbovxu 
Septembbk  24,  1917,  AS  Aubndbb  by  the  Act  of  Gongbbss  Approtbb  April  4. 

1918,  ' 

Treasury  Department, 
Office  of  the  Secretary, 
Washington,  April  10,  1918. 

To  Fediral  reserve  banks  and  other  batiks  and  trust  companies  incorporated  under  the  laws 
of  the  United  States  or  of  any  State: 

Department  Circular  No.  92,  dated  October  6,  1917,  hereto  attacked,  in  relation  to 
special  deposits  of  Government  funds  in  connection  with  BUbscriptioiis  for  bonds  md 
certificates  of  the  United  States  issued  under  the  act  of  Congren  appioved  September 
:24,  1917,  is  hereby  amended  and  supplemented  as  follows: 

The  provisions  of  said  circular  are  extended,  subject  to  the  provisions  hereof,  to 
deposits  of  the  proceeds  of  bonds  of  the  third  liberty  loan  and  of  cerrficates  of  indebted- 
ness of  the  Umted  States  issued  undear  the  act  of  Congress  approved  September  24, 
1917,  as  amended  by  the  act  of  Congress  approved  April  4,  1918.  Applications  here- 
after made  for  such  deposits  should  be,  and  all  applications  for  such  deposits  made  on 
and  after  April  20.  191S,  must  be,  in  J'orm  112,  hereto  attached,  and  accompanied  ])v  a 
-certilie  copy  of  resolutions  duly  adopted  by  the  board  of  directors  of  the  applicant 
in  Form  J2,  hereto  attached. 

Depositaries  already  rpialified  to  a  sufficient  amount  pursuant  to  Department 
•Circular  Xi).  92  not  be  refpiired  tofiie  new  applications  or  resolutions  in  connection 
yriih  deposits  of  the  ]>r(K*(HHls  of  bonds  of  the  third  liberty  loan  and  of  certificates  of 
indeblediu'ss  oi  the  (nited  Slates  issued  under  the  act  of  (  cnuress  approved  September 
24,  1917,  as  umeuded  by  the  act  approved  April  4,  1918,  but  will,  by  the  acceptance 
of  such  deposits,  be  conclusively  j^resumed  to  have  aseented  to  all  the  terms  and  pro- 
visions hereof. 

Qualified  depositaries  will  be  permitted  to  make  payment  by  credit  of  amounts 
-due  and  payabio  on  subscrijjtions.  made  by  or  through  them,  for  bonds  of  the  third 
liberty  loau,  pursuant  to  DepartmeuK'ircuiar  No.  111.  of  April,  1918.  up  to  the  amount 
tor  which  each  shall  be  qualified  in  excess  of  existing  deposits.  In  order,  however, 
to  prevent  imnecessary  diriocation  of  funds  they  shomd  to  tibe  extent  that  they  hold 
Treasury  certificates  of  indebtedness  maturing  on  the  date  the  payment  on  bond 
isubs('ri])tions  is  due  at  Finleral  reserve  banks,  make  payment  in  such  Treasury  cer- 
tificates of  ind<^btedn('ss  instead  of  by  credit.  This  does  not  extend  to  paymexit  ior 
Trends  for  advance  delivery. 

Qualified  depositaries  will  be  permitted  to  make  payment  by  credit,  up  to  the 
amount  for  which  each  shall  be  qualified  in  excess  of  existing  deposits,  for  bonds  of 
the  third  liberty  loan  applied  for  by  them  on  Form  LftCB^  for  adyanc^  detiyery,  to 
be  sold  in  lots  of  SI  0.000  or  less  to  any  one  subscriber. 

The  certiiicate  of  advice  to  be  issued  and  forwwded  to  Federal  reserve  banks,  as 
provided  in  Department  (  ircular  No.  92  under  the  caption  "flow  deposits  are  to  be 
jnade,"  must  be  substantially  in  Form  K  hereto  attached. 

Any  qualified  depositary  may  make  payment  by  credit  of  amounts  which  its  corre- 
«>ondent  banks  or  trust  companies  would  otherwise  pay  by  check  upon  such  qualified 
■depositary.  This  may  be  done  whether  such  qualilied  depositary  and  correspondent 
l^ank  or  trust  company  are  in  the  same  district  or  in  different  districts.  In  ca^!e8 
where  they  are  in  difl'erent  districts,  the  Federal  reserve  bank  of  the  district  where 
the  subscription  is  made  must  be  notified  by  telegraph  by  the  Federal  reserve  bank 
of  the  district  wh^e  payment  is  made,  and  the  Federal  reserve  bamk  of  the  district 
"where  payment  is  made  must  credit  the  war-loan  deposit  account  and  charge  such 
«flepositar>'  with  the  amount  so  paid  but  indicating  that  the  payment  is  made  on  account 
h}i  a  subscription  in  the  other  district.  l*anks  and  trust  <  ompanies  desiring  to  avail 
themselves  of  this  method  of  payment  must  give  ample  notice  to  the  depositary  which 
they  expect  to  call  upon  to  mi^e  payment  in  order  that  such  depositary  may  be  pre- 
pared to  make  sueh  payment,  and  to  avoid  the  possibility  of  payment  not  reacfiiiig 


the  Fedend  reserve  bank  on  time.   The  object  of  this  procedure  is  to  avoid  ii]Uiece8-> 
sary  dislocation  of  funds  and  to  reduce  the  float  as  far  as  practicable. 

The  unexpended  cash  proceeds,  if  any,  of  the  sale  of  any  issue  of  bonds  or  certificates 
will  be  redeposited  among  the  qualified  depositaries  making  application  to  receive  » 
such  redeposits  as  nearly  as  may  be  in  proportion  to  the  subscriptions  made  by  or 
through  them. 

Each  depositary  will  be  required  to  pay  interest  at  the  rate  of  2  per  cent  per  annum 
on  daiiy  balances.   Interest  payments  must  be  made  when  d^>ositB  are  finally  with* 
4  <hrawn,  but  not  less  frequently  than  quarterly. 

The  provisions  of  department  circular  No.*  92  not  inconsistent  herewith  remain  in 
full  force  and  effect. 

W.  6.  lfcA]>oO| 
Secretary  of  IVeoHNify. 

*  III, , 

■ 

[Form  H2— Public  moneys.] 
APPLICATION  FOK  DEPOSITS- 


To  the  Federal  Reserve  Bank  of  ,  fiscal  agent  of  ike  United  Slates: 

The  undersigned  bank  or  trust  company,  in  accordance  with  the  provisions  of 
Treasury  Department  Circular  No.  92.  dated  Octol  er  fi,  1917,  as  amended  and  sup-  " 
plemented  April  10,  1918,  and  pursnant  to  due  action  of  its  1  card  of  directors,  hereby  • 
makes  application  for  the  deposit  of  public  moneys  with  it  from  time  to  time  under 
the  act  of  Congress  approved^ September  24,  1917,  as  amended  by  the  act  approved 
April  4,  1918,  the  a^;r^ate  amount  of  such  deposits  not  to  exceed  at  any  one  time  )| 

%  ;  and  assignsana  agrees  to  pledge,  from  time  to  time,  to  and  with  the  Federal 

Reserve  Bank  of  as  fiscal  a?ent  of  the  United  States,  as  c()llat(ral  security 

for  such  deposits  as  may  be  made  from  time  to  time  pursuant  to  this  application,, 
securities  of  the  character  and  amount  required  by  said  circular. 


By  

Fresiidmt  ( Vice  Freeiident). 

Street  

(■ity  or  town  

State  


(JTorm  J2— Public  moneys.] 
RESOLimONS  AtCrraORIZIKO  APPLICATION  FOR  DEPOSITS. 

I  hereby  certify  that  thefoUowin^  resolutions  were  didy  ad(^pted  at  a  m(*ctin^r  of  the 
l_)oard  of  directors  of  the  below-named  bank  (trust  company),  whicii  nieetinu  was  duly 

called  and  duly  held  on  the  day  of  ,  191..,  a  quorum  being  present, 

and  that  the  said  resolutions  were  spread  upon  the  minutes  of  said  meeting: 

Resolv&i^  That,  in  accordance  wiw  the  providons  of  Treasury  Department  Circular 
No.  92,  dated  October  6,  1917,  as  amended  and  supplemented  April  10,  1918,  this 
bank  (trust  company^  makes  application  for  the  depvsit  of  pui>lic  moneys  with  it 
from  time  to  time  under  the  act  of  Conirress  approved  Sept(^niber  24,  1917,  as  amended 
by  the  act  approved  April  4,  1918,  the  aggregate  amount  of  such  deposits  not  to  exceed 

at  any  one  time  $  ;  and  assign  and  agree  to  pledge  from  time  to  time  to  and 

vi^  the  F^eral  Reserve  Bank  of  ,  as  fiscal  agent  of  the  United  States,  as 

collateral  security  for  such  deposits  as  may  be  made  from  time  to  tinn*  [uirsuant  to 
such  application,  securities  of  the  character  and  amount  required  by  said  circular; 
and 

Resolved,  That  the  president,  or  any  vice  president,  or  casliier,  or  secretary,  of  the 
undersigned  bank  (trust  company)  is  hereby  authorized  to  make  application,  assign- 
ment, and  agreement  as  aforesaid  and  from  time  to  time  to  deliver  to  and  pledge  willi 
said  Federal  Reserve  Hank,  or  any  (Uistodian  or  custodians  apj)ointed  by  it.  securi- 
ties of  the  undersigned  bank  (trust  company)  of  a  character  and  amount  at  least 
sufficient  to  secure  such  deposits  according  to  the  terms  of  said  Treasury  Department 
circular,  and  from  time  to  time  to  withdraw  securities  and  to  substitute  other  securi-- 
ties  and  to  pledge  and  deposit  additional  securities. 

Inwitnesswhereof  Ihavehaieuntocdgnedmynameandi^ixedthesealof  the  

ol  


(  ash  ier  {Sccrelai  y) . 


r 


30  fOU&Xa  UBERXY  BONO  BILL. 

[Fonn  K— Public  mmys,] 
CERTtPICATS  OP  ABTICE. 

 (Title  of  bauk  or  trust  company*)   (Location.) 


 191.. 

1  hereby  certily  that  there  has  l)ecn  deposited  thit?  day  with  the  above  bank  (tru.st 

company),  to  the  credit  of  the  Federal  reserve  bauk  of  ,  as  hscal  agent  of  tiie 

United  States,  war-loan  deposit  account,  to  be  held  subject  to  withdrawal  on  denumd, 
iihe  sum  of  dollars,  confflsting  of  payment  for — 

Bonds(P™P'l-V  *  

\accrued  interest  

Certificates  of  indebl^nesslJ^ 

Total  :  


Cashier  or  Vice  President. 
(The  depositary  will  forward  this  to  the  Federal  reserve  banks  of  ) 


IBepartmestt  CIroiilar  Ko,  92, 1917  (Liberty  Loan  Cinmlar  No.  7),  Division  ol  Pablhs  Moneys.] 

Special  Deposits  of  Government  Funds  in  CoKN£OnoN  with  Subscriptions 
FOB  Bonds  anh  Certificates  op  the  United  States  Issued  Under  the  Act 
OF  Congress  Approved  Sbpteiiber  24, 1917. 

Treasury  Department, 
ol-fice  of  the  secretary, 

Washington,  October  6 j  191 : , 

To  Federal  reserve  hanks  and  other  banh  um!  Inist  companus  incorporated  under  the  laws 
of  the  United  States  or  of  any  State: 

Any  in('<>r]>  )rated  bank  or  trust  company  in  the  United  States  desiring  to  participate 

in  deposits  of  the  procf^ed^  of  bonds  of  the  second  liberty  loan  and  of  certificates  (rf 
indebtedness  of  tlie  I'nited  States  issued  under  the  act  of  Conpress  approved  Septem- 
ber 24,  1917,  sliould  make  application  to  the  Federal  reserve  bank  of  its  district,  on 
Form  H.  hereto  attached,  and  accompany  such  application  by  a  certified  copy  of 
resolutions  duly  adopted  by  its  board  of  directors,  in  Form  J,  h^^  attadie^  In 
fixing  the  minimum  amount  of  deposits  iar  which  it  will  apply,  the  af^dicant  bank 
car  trust  company  should  be  guided  by  the  amount  of  the  payments  which  it  expects 
to  have  to  make,  for  itself  and  its  customers,  on  account  of  allotments  of  such  bonds 
and  certificates,  and,  as  well,  by  any  statutory  limitations  upon  the  amount  of  deposits 
which  the  applicant  bank  or  trust  company  may  receive  from  any  one  depositor.  Any 
iippUcatimi  may  be  rej  ected  or  the  applicant  may  be  designated  for  a  smaller  mayimum 
junount  than  that  applied  for.    After  receiving  the  recommendation  of  the  Fedetal 
preserve  bank^  the  SeGsets^  of  the  Treasury  wiU  deidgnate  ap^ved  depositaries, 

COLLATERAL  SECURITY. 

Designated  depositaries  will  be  retjuired,  liefore  receiving;  deposits,  to  qualify  by 
pledging,  as  collateral  security  for  such  deposits,  securities  of  the  following  classes, 
to  an  amount,  taken  at  the  rates  below  ])rovided.  at  least  e(|ual  to  such  deposit-s: 

(V/ )  Bonds  and  cen iti*^  ates  of  indebtedness  of  the  United  States  Government,  of  any 
issue,  iucludini;  bonds  of  the  liberty  loans  and  interim  certilicates  or  receipts  for  pay- 
ments therefor:  all  at  par. 

(6)  Bonds  issued  under  the  United  States  farm  loan  act  and  bonds  of  the  Philippine 
Islands,  Porto  Rico,  and  the  District  of  ('olumbia:  all  at  par. 

(V)  The  3^  per  cent  bonds  of  the  Territory  of  Hawaii  at  1)0  per  cent  of  market  value; 
and  other  bonds  of  said  Territorv  at  market  value. 

(d)  Bonds  of  any  State  of  the  United  States,  at  market  value;  and  approved  notes, 
certificates  of  indebtedness  and  warrants  issued  by  any  State  of  the  United  States*  at 
90  per  cent  of  market  value. 

'(']  Approved  bonds  of  any  count>'.  city,  or  political  subdivision  in  the  I'nited 
States;  and  approved  notes,  certificates  of  indebtedness  and  warrants  issued  by  any 
-county  or  city  in  the  United  States  which  are  direct  obligations  of  the  county  or  city 
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as  a  whole;  all  at  ^0  ]>er  cent  of  market  value:  but  not  including  an\'  such  bonds  which, 
at  the  date  of  this  circular,  are  at  a  market  price  to  yield  more  than  5^  per  cent  per 
annum,  nor  any  such  other  obligations  which  at  the  date  of  this  circular  are  at  a  market 
price  to  yield  more  than  6  per  cent  per  wnum,  if  held  to  maturity,  aecordii^  to 
standard  tables  of  b<md  values. 

if)  Approved  dollar  bonds  and  obligations  of  foreign  Governments  (and  of  the  de- 
pendencies thereof)  engaged  in  war  against  Germany,  issued  since  July  30.  1914,  at 
90  per  cent  of  the  market  value  thereof  in  the  United  States,  and  approved  dollar 
bonds  and  obligations  of  any  province  or  dLty  within  the  territory  of  any  such  foreign 
Government  or  dependency,  issued  since  Jiuy  30, 1914,  at  75  per  cent  of  the  maricet 
value  thereof  in  the  United  States. 

(g)  Approved  bonds,  listed  on  some  recognized  stock  exchange  and  notes,  of  domes- 
tic railroad  companies  \\ithin  the  I'nited  States;  approved  equii>iiiciit  trust  obliga- 
tions of  such  domestic  railroad  companies;  and  approved  bonds  and  noies  of  domestic 
electric  railway  and  traction  companies,  telephone  and  telegraph  companies,  electric 
light,  power,  and  gas  companies,  and  indusmal  companies,  secured  (directly  or  by 
the  pledge  of  mortgage  bonds)  by  mortgage  upon  physical  pro])erties  in  the  Ignited 
States  and  listed  on  some  recognized  stock  exchange;  all  at  75  per  cent  of  market  value, 
but  not  including  any  such  bonds  or  obligations  which,  at  the  date  of  this  circular, 
are  at  a  market  price  to  yield  more  than  6^  per  cent  per  annum,  nor  any  such  notes 
which  at  the  date  of  this  circular  are  at  a  market  price  to  -sield  more  than  7^  per  cent 
per  annum,  if  held  to  maturity,  according  to  standard  tables  of  bond  values. 

(h)  Commercial  paper  and  bankers'  acceptances,  ha\'ing  maturity  at  the  time  of 
pledge  of  not  to  exceed  six  months,  exclusive  of  days  of  grace,  and  which  are  otherwise 
eligible  for  rediscount  or  pmchase  by  I'ederal  reserve  banks;  and  which  have  been 
approved  by  the  Federal  reserve  bank  of  the  district  in  which  the  depositary  is  located; 
at  90  per  cent  of  &,ce  value.  All  such  commercial  papa*  and  acceptances  must  bear 
tl^  indorsement  of  the  depositary  bank  or  trust  company. 

No  security  sluill  be  valued  at  more  than  par.  No  State  or  numicipal  bond,  obli- 
gation, or  evidence  of  indebtedness  shall  be  accepted  if  tlie  State  or  municipality  has 
made  default  in  payment  of  principal  or  interest  during  the  past  10  years. 

The  right  is  reserved  to  caU  for  additional  collatend  security  at  any  time. 

The  approval  and  valuation  of  securities  is  committed  to  the  sev^al  Federal  reserve 
hanks,  acting  under  the  direction  of  the  Secretary  of  the  Treasur\'.  The  Avithdrawal 
of  securities,  the  pledge  of  additional  securities,  and  the  stibstitution  of  securities 
shall  be  made  from  time  to  time  as  re(|uired  or  permitted  by  the  Federal  reserve  banks 
acting  under  like  direction. 

sBcuarruBs  oaiaiiTrBBs. 

Each  Federal  reserve  bank  is  authorized  to  designate  a  committee,  or  committees, 
to  be  composed  of  experienced  bankers,  in  such  city  or  cities  in  its  district  as  may  be 
deemed  necessary,  to  be  known  as  Ihe  securitieB  committee.  Each  aecuritiefl  ccHn- 
mittee  shall  consist  of  not  more  than  three  nor  less  than  two  membens,  who  ahidl  serve 

without  compensation.  It  shall  be  the  duty  qf  such  securities  committee  to  examine 
the  lists  of  securities  tendered  as  collateral  security  for  deposits  and  to  transmit  them 
promptly  to  the  Federal  reserve  bank  of  the  district  with  the  committee  s  recommenda- 
tion. 

CITBTODT  OF  SBCUBIXCBS* 

All  securities  accei>ted  as  collateral  security  for  deposits  hereunder  must  be  depos- 
ited with  the  Federal  reserve  bank  of  the  district  in  which  the  depositary  is  located 
or,  by  the  direction  and  subject  to  the  order  of  such  Federal  reserve  bank,  with  a 
custodian  or  custodians  designated  by  it,  and  under  rules  and  regulations  prescribed 
by  it. 

HOW  DJBPOSrrs  AnX  to  BE  KABB. 

Each  qualified  depositary  will  be  required  to  open  and  maintain  for  the  account 
of  the  Federal  reserve  bank  oHts  district,  as  fiscal  agent  of  the  United  States,  a  sepa- 
rate account  for  deposits  to  be  made  hereunder,  to  be  known  as  the  war-loan  deposit 

account. 

Qualified  depositaries  will  be  permitted  to  make  payment  by  credit  when  due  of 
amounts  payable  on  subscriptions  made  by  or  through  them  for  Treasury'  certificates 
of  indebtedness  and  for  liberty  bonds.  In  order  to  make  payment  by  credit  the  de- 
positary must  notify  the  Fedcaral  reserve  bank  of  the  distnct  by  letter  or  telegram  to 
reach  it  on  or  before  the  date  when  such  payment  is  due,  and  must  on  said  date  issue 
a  certificate  of  advice  tO'Sudi  Federal  r^erve  bank  statiiig  that  a  sum  jq»ecified  (in 
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addition  to  all  other  amounts  standing  to  the  credit  of  said  fiscal  agent  with  such 
depositaiy)  has  l)een  deposited  with  such  depositary  for  ihe  account  of  such  Federal 
reserve  bank,  as  liscal  agent  of  the  United  States,  in  the  war-loan  deposit  account. 

The  unexpended  cash  proceeds,  if  any,  of  the  sale  of  any  iflsue  of  certificateB  or 
bonds  will  be  deposited  among  the  qualified  depositaries  as  nearly  as  may  be  in  pro- 
portion to  the  subscriptions  made  by  and  through  them  for  such  issue. 

All  deposits  and  withdrawals  will  be  made  by  the  Federal  reserve  banks  by  direc- 
tion of  the  Secretary  of  the  Treasury - 

The  amount  deposited  with  any  depositary  shall  not  in  thea^egate  exceed  at  any 
one  time  (a)  the  maximum  amount  for  whicdi  it  shall  have  been  designated  as  a  de- 
positary, nor  (6)  the  a^^ate  amount  <rf  the  collateral  security  pledged  by  it  taken 
at  the  rates  hereinbefore  provided. 


WITHDRAWAL  OF  DEPOSITS. 


All  deposits  will  be  payable  on  demand  without  previous  notice* 

INTEREST  OK  D3E53POSrrS. 

Kach  de|)(-sitai  v  will  he  required  to  pay  interest  at  the  rate  of  2  per  cent  per  annum 
on  the  a\  erage  daily  balance  maintained  during  the  period  of  the  deposit.  Interest 
payments  must  be  made  when  deposits  are  finally  withdrawn,  but  not  less  frequently 
fhan  quarterly.  .iw  Ar  \ 

Secretary  oj' the  TreaHury. 


[Second  Supplement  to  Xiep&rtment  CIreatar  No,  92, 1918,  Dirision  ci  Public  Moneys  J 

Special  Deposits  or  PuBT.ir  Moneys  Under  the  Arr  of  Congress  Approved 
September  24,  1917,  as  Amended  by  the  Act  of  Congress  Approved  April  4. 
1918. 

Treasury  Department, 

Office  op  the  Secretary, 

Washington,  May  29.  WIS. 

To  Federal  reserve  banks  and  other  bonis  and  trust  companies  incorporated  under  the  laws^ 
of  the  United  States  or  of  antf  State: 

Department  Circular  Xo.  92.  dated  October  0.  1017.  and  the  supplement  thereto, 
dated  \])ril  10.  191S.  in  relation  to  special  deposits  of  <  Jov(  rnment  funds  m  connection 
with  sul»scri])tions  for  bonds  and  certificates  of  indebtedness  of  the  United  .Stales 
issued  under  the  act  of  Congress,  approved  September  24,  1917,  are  hereby  further 

supplemented  as  follow:  x     i   i      u-    *  *  +u 

The  provisions  of  the  said  circular  and  supplement  are  extended,  subject  to  the 
provisions  hereof ,  to  deposits  of  moneys,  arisin^r  from  the  payment  of  income  and  excess- 
pioMts  taxes  made  under  the  act  of  ( 'onirress  approved  September  2  i ,  19 1 7.  as  amended 
bv  the  act  of  <  on-iess  ai)proved  April  4,  1918.  Applications  hereafter  made  for 
deposits  of  i)ublic  monevs  under  said  acts  should  be,  and  all  applications  for  such 
deposits  made  on  and  after  June  5,  1918,  must  be,  in  Form  H3  hereto  attached  and 
be  accompanied  by  a  certified  copy  of  rcKulutions  duly  adopted  by  the  board  oi 
director?  of  the  applicant  in  Form  J:>  hereto  attached. 

D(M)o<itarie«  alreadv  qualified  to  a  sufficient  amount  pursuant  to  Department 
Circular  Vo  02  fir  pursuant  to  said  circular  as  amended  and  supplemented  under 
date  of  April  K).  1918.  will  not  be  required  to  file  anew  formal  applications  or  resolu- 
tions in  connection  with  deposits  of  moneys  arising  from  the  payment  of  income  and 
excess-profits  taxes,  but  if  thev  desire  to  receive  deposits  hereunder  must  so  notify 
the  Federal  re?erve  banlc  of  the  district  in  which  they  are  located  by  letter  or  tele- 
gram- and  th(n-  will  thereby  and  bv  the  acceptance  of  su<'h  deposits,  be  conclusively 
r)vwuTne(l  to  have  assented  to  all  the  terms  and  provisions  hereof .  ^The  woris  quaU- 
fiod  depositaries"  in  thi^  circular  refer  exclusively  to  depositanes  quahfied  under 
Department  Circular  No.  92  and  sup]  >lements  thereto. 

Collateral  security  pledged  or  to  be  pledged  by  quahfied  depositaries  va\\  he  con- 
clusively deemed  to  be  pledged  as  collateral  security  for  deposits  of  public  moneys 
made  under  Department  Circular  No.  92  and  supplements  thereto,  whether  arising 
from  the  sale  of  bonds  or  certificates  of  indebtedness  of  the  United  States  or  Bxmmg^ 
from  the  payment  of  income  and  excesB-piofits  taxes. 

Payment  of  income  and  excesB-profits  taxes  cm  not  be  made  by  credit. 
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It  is  intended,  out  of  any  imexpended  cash  proceeds  arising  from  the  payment  of 
income  and  excess-profits  taxes,  to  make  deposits,  throi^h  the  Federal  reserve  banks, 
under  direction  of  the  Secretary  of  the  Treasury,  with  qualified  depositaries  through- 
out the  Ignited  States,  as  nearly  as  may  be  proportionately,  ha^ing  regard  to  the  fol- 
lowing three  determining  factors:  (1)  The  amount  of  checks,  received  by  collectors 
of  internal  revenue  on  aiid  after  June  10,  1918,  and  until  further  notice,  drawn  upon 
and  psdd  by  such  depositaries,  resepctively,  in  payment  of  income  and  excess-profits 
taxes;  (2)  the  amount  of  Tresaury  certificates  of  indebtedness  of  aU  issues  maturing 
June  25,  1918,  sold  to  and  through  sych  depositaries,  respectively;  and  (3)  the  amoimt 
for  wliich  such  depositaries,  respectively,  shall  be  qualified  in  excess  of  existing 
deposits.  It  ie  tlic  intention  that  such  de])osits  shall,  as  nearly  as  niav  be.  be  made 
simultaneously  with  the  payment  of  checks  drawn  upon  such  depositaries,  respec- 
tively, in  payment  of  such  taxes.  .  Appropriate  instructionB  will  be  given  to  collectors 
of  internal  revenue  and  to  Federal  reserve  banks. 

AH  deposits  will  be  subject  to  withdrawal  on  demand  and  will  bear  interest  at  the 
rate  of  2  per  cent  per  annum,  as  ])ruvi(ied  in  the  above-mentioned  circular  and  sup- 
plement.   Deposits  made  hereunder  shall  be  credited  to  the  war-loan  de|Josit  account. 

A  principal  object  of  the  issue  of  the  United  States  Treasury  certilicates  of  indebted- 
ness maturing  June  25. 1918,  was  to  prevent  unnecessary  didocation  of  funds,  wd  tiiis 
object  would  be  defeated  if  such  certificates  held  by  taxpayers  were  not  turned  in  in 
payment  of  their  taxes  but  were  either  sold  or  hypothecated  by  the  taxpayers  and  in 
consequence  were  ]TOsented  for  payment  in  cash.  In  view  of  the  fact  that  the  ai^gre- 
gate  amount  of  these  certificates  now  issued  exceeds  $1,500,000  t»00  this  is  imporiant, 
and  banks  and  trust  companies  are  required  to  cooperate  by  advising  their  customers 
to  turn  in  co  tilicates.  to  the  extent  that  they  have  taxes  to  pay,  in  payment  of  such 
taxes.  No  deposit  of  moneys  arising  from  the  payment  of  income  and  excess-profits 
taxes  will  be  made  with  any  depositary  which,  diar^^rds  this  requirement. 

W.  G.  McAdoo. 
Secretary  of  ihe  Treasury. 


[Form  H3— PoK^lie  BuiBieys.] 

APPLICATION  FOB  DEPOSITS. 


To  the  Federal  Reserve  Bank  of,  fiscal  agent  of  the  United  States: 

The  undersigned  bank  or  trust  company,  in  accordance  yri&x  the  pro\'isions  of  Treas- 
ury Department  Circular  No.  92.  daied  October  G.  1917.  as  amended  and  supplemented 
April  10.  1918,  and  May  29.  1918.  and  pursuant  to  due  action  of  its  board  of  directors. 
lkfli;eby  makes  application  for  the  deposit  of  public  moneys  with  it  from  time  to  time 
tinder  the  act  of  Cbngress  approved  September  24,  1917,  as  amended  by  the  act 
approved  AjHril  4, 1918,  the  Bggse^te  amount  of  such  deposits  not  to  exceed  at  any 

one  time  $  ;  and  assigns  aad  agrees  to  pledge,  from  time  to  time,  to  and  with 

the  Federal  Reserve  Bank  of  as  fiscal  agent  of  the  United  States,  as  collateral 

security  for  such  deposits  as  may  be  made  from  time  to  time  pursuant  to  this  applica- 
tion, securities  of  the  character  and  amount  required  by  said  circular. 


Freeidmt  {  Vice  President). 

Street  

City  or  town  

State  


[Form  J3— PublieBwoeys.] 
&B8OI«im0«7B  AmeSOBIEIKe  AnUCOAXIOM  FOB  DKPOfflOrS. 

I  hereby  certify  that  the  following  resolutions  were  duly  adopted  at  a  meeting  of 
the  board  of  directors  of  the  below-named  bank  (trust  company),  which  meeting  was 

duly  called  and  duly  held  on  the  day  of  ,  191. . ,  a  quorum  being  present, 

and  that  the  said  reaolutionB  were  spread  upon  the  minutes  of  said  meeting: 

Resolved,  That  in  accordance  with  the  provisions  of  Treasury*  Department  Circular 
No.  92,  dated  October  6»  1917|  as  amended  and  supplemented  April  10,  1918^  and 

mm^ia — 8 
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May  2i).  1918.  this  l)ank  (trust  company)  makes  application  for  the  deposit  of  pul)lie 
moneys  with  it  from  lime  to  time  under  the  art  of  Tongress  approved  Se])leml)er  24, 
li*17,  as  amended  by  the  act  approved  April  4.  1918,  the  aggregate  amount  of  such 

deposits  not  to  exceed  at  any  one  time  $  ;  and  assign  and  agree  to  pledge  from 

time  to  time  to  and  with  the  Federal  reserve  bank  of  ,  as  fiscal  agent  of  the 

United  States,  as  collateral  security  for  such  deposits  as  may  be  made  from  time  to 
time  ])ur^^Tiant  to  sucli  application,  seciuities  of  the  character  and  amount  required 
by  said  cin  ular;  and 

Resolved,  That  the  president,  or  any  vice  president,  or  cashier,  or  secretary,  of  the 
undersigned  bank  (trust  company)  is  hereby  authorized  to  make  application,  assi^^n- 
ment,  and  s^ement  as  aforesaid  and  from  time  to  time  to  deliver  to  and  pledge  with 
said  Federal  reserve  bank,  or  any  ctistodian  or  custodians  appointed  by  it,  securities 
of  the  undersii^ncd  l>ank  (trust  oompany )  of  a  character  and  amount  at  least  suiHcient 
to  sectn-e  sueli  de]H)sits  accordinir  to  the  terms  of  said  Treasury  Department  ciroular 
as  amended  and  i>upplemented  as  aforesaid,  and  from  time  to  time  to  withdraw  securi- 
ties and  to  substitute  other  securities  and  to  pledge  and  deposit  additional  securities. 

In  witness  whereof  I  have  hereunto  signed  my  name  and  affixed  tixe  seal  of  the 
......  of   


Cashier  (Secrelary.) 


[BepartnuiDt  Ciicular  No.  114^  WS,  Loans  and  Correney.l 

CONVERSION  OF  UNITED  STATES  BONDS  OF  THE  FIRST  LIBERTY  LOAN, 
OF  THE  FIRST  LIBERTY  LOAN  CONVERTED,  AND  OF  THE  SECOND 
LIBERTY  LOAN. 

Treasury  Department, 
Office  of  the  SKruETARv. 

Washington^  May  9, 1918. 

To  holders  of  3^  per  cent  gold  bomls  of  lU.U-194  7  of  the  first  liberty  loan;  4  per  cerU  con- 
vertible gold  bon^  of  1932-1947  of  the  first  liberty  loan  convertm;  and  4  per  cent  eon- 
verHble  gold  bonds  of  1927'-194S  of  the  smmd  liberty  loan: 

1,  Present  Conversion  Prxvuege. 

In  consequence  of  the  issue  this  day  of  a  series  of  United  States  4^  per  cent  gold 
bonds  of  1928  of  the  third  liberty  loan,  holders  of  the  a])ove-mentioned  bonds  wiU,  in 
accordance  with  the  provisions  of  this  circular,  be  entitled  to  convert  all  or  any  part 
of  their  I)onds  into  an  ef[iial  face  amount  of  bonds  beariufr  interest  at  A\  per  cent  per 
annum,  the  terms  of  whicli  will  l)e  identical  with  those  of  the  bonds  of  the  third  li))erty^ 
loan,  except  that  sueh  bonds  will  ha\  e  the  same  dates  for  the  payment  of  interest,  the 
same  dates  of  maturity  of  principal,  and  the  same  terms  of  redemption  as  the  bonds 
u])on  the  con\  ersion  of  which  they  are  respectively  issued. 

The  l)onds  to  be  issued  upon  conversions  of  (a)  3J  per  oont  ijold  bonds  of  1932-1947 
of  the  lirst  liberty  loan,  and  {h\  4  per  cent  convertible  *rold  bonds  of  1932-1947  of  the 
iirst  liljerty  loan  converted,  are  designated  4^  per  cent  gold  bonds  of  1932-1947  of  the 
first  liberty  loan  converted,  and  the  bonds  to  be  issued  upon  conversions  of  4  per  cent 
convertible  gold  bonds  of  1927-1942  of  the  second  liberty  loan  are  designated  4i  per 
cent  gold  bonds  of  1927-1942  of  the  second  liberty  loan  converted.  Such  bon^  to 
be  issued  upon  such  conversiQUs  are  hereinafter  more  particularly  described. 

II.  Duration  oi-  rRfc:t>KNT  Conversion  Privilege. 

The  conversion  privilege  thus  arising  upon  the  issue  of  bonds  of  the  third  liberty 
loan  must  be  exercised,  if  at  all,  within  the  period  of  six  months  beginning  May  9, 
]!H8,  the  date  of  issue  of  such  bonds,  and  ending  November  9.  1918,  both  dates  inclu- 
si\e.  It  will  not  be  practicable  to  make  deliveries  prior  to  July  1,  1918,  of  4^  per 
cent  bonds  of  the  first  liberty  loan  converted  or  of  4J  per  cent  bonds  of  the  second 
liberty  loan  converted  •and,  as  under  the  act  approved  April  4,  1918,  holders  of  4 
per  cent  bonds  of  the  first  liberty  loan  converted  and  of  4  per  cent  bonds  of  the 
second  liberty  loan,  presenting  their  bonds  for  conversion  after  July  1,  but  not  after 
November  9,  1918,  will  he  entitled  to  the  benefit  of  the  increased  interest  rate  from 
June  15  and  May  15,  respectively,  without  adjustment  of  interest,  it  is  hoped  that 
holders  of  such  bonds  will  not  present  their  bonds  for  ccaiversion  until  after  July  1, 
1918.  In  the  case,  however,  c»  holders  of  such  bonds  who  -pt^et  to  yxeamt  tneir 
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bonds  for  conversion  on  or  before  July  1,  1918,  an  adjasto^nt  of  interest  will  be  made 
which,  in  the  case  of  bonds  of  the  first  liberty  loan  converted,  will,  if  such  bonds 
are  presented  fd^  conversion  before  June  15, 1918,  require  payment  to  the  bondholder, 
and,  if  such  bonds  are  presented  for  conversion  after  June  15,  1918,  but  not  after 

July  1,  1918,  will  require  payment  to  the  United  States,  and.  in  the  case  of  bonds 
of  the  second  liberty  loan,  will,  if  such  V)onds  are  presented  for  conversion  before  May 
15,  1918,  require  payment  to  the  bondholder,  and,  if  such  Ijonds  are  presented  for 
conversion  after  May  15,  1918,  but  not  after  July  1,  1918,  will  require  payment  to 
the  United  States. 

If  holders  of  4  per  cent  bonds  of  the  fii*st  liberty  loan  converted  and  holders  of  4  per 
cent  bonds  of  the  second  liberty  loan  will  postpone  presenting:  their  bonds  for  con- 
version until  after  July  1.  1918.  when  the  bulk  of  the  work  in  connertion  with  the 
third  liberty  loan  will  be  completed,  the  burden  imposed  upon  the  Treasury  Depart- 
m^t  and  upon  the  Federnl  reserve  banks  in  connection  witii  tiie  conversion  will  be 
g^tly  reduced. 

III.  Genjsbal  PaovisiONs  Governing  Conv£bsions. 

Conversions  in  the  exercise  of  the  present  conversion  privilege  may  be  effected  by 

Eresentation  and  surrender  of  3)  per  cent  bonds  of  the  first  liberty  loan,  4  per  cent 
onds  of  the  first  liberty  loan  converted,  and  -1  per  cent  bonds  of  the  secon  d  liberty 
loan,  to  the  respective  Federal  reserv'e  banks  in  Boston.  New  York.  Philadelphia. 
Cleveland.  Richmond,  Atlanta.  Chicaixo.  St.  Louis.  Minneapolis.  Kansas  City,  Dallas, 
and  San  Francisco,  or  to  the  Secretary  of  the  Treasuiy,  Division  of  Loans  and  Cur- 
rency, Wasliington, 

Such  bonds  so  presented  and  surrendered  for  conversion  must  be  accompanied  by 

"Request  for  conversion,''  in  the  form  prescribed  by  the  Secretary  of  the  Treasury 
fForm  L  &  C  25,  printed  at  ]>a<re  9  of  this  circular,  copies  of  which  may  be  oi)tained 
from  any  Federal  reserve  bank  or  from  the  Secretary  of  the  Treasury),  signed  with 
the  respective  autograph  signatures  of  the  holders  of  the  bonds  presented  for  con- 
version. 

Registered  bonds  presented  for  conversion  must  be  duly  assigned  to  **  The  Secretary 
of  the  Treasury  for  conversion on  the  form  appearing  on  the  backs  of  registered  bonds ; 
such  assignments,  however,  need  not  be  witnessed.  U}X)n  conversion  of  such  regis- 
tered bonds  registered  bonds  only  will  be  delivered,  inscribed  in  th3  respective 
names  of  the  registered  owners  of  the  bonds  surrendered  for  convension.  As  the 
transfer  books  for  registered  bonds  of  the  second  liberty  loan  will  be  closed  from 
October  16  to  November  15,  1918.  both  dates  inclusive,  registered  owners  of  such 
bonds  surrendered  for  conversion  after  October  15,  1918,  but  not  after  November  9. 
1918.  will  on  November  15,  1918,  receive  check  for  interest  at  A  per  cent  per  annum 
for  the  six  months'  period  ending  November  15,  1918,  upon  the  bonds  surrendered 
for  conversion,  and,  as  soon  thereafter  as  practicable,' they  will  also  receive  check  for 
the  additional  interest,  at  the  rate  of  one-fourth  per  cent  per  annum,  to  which  they 
are  respectively  entitled  for  such  period;  such  checks  together  aggi'egatinq;  full  interest 
from  May  15  to  November  15.  1918.  at  the  rate  of  per  cent  i)er  annum  upon  the 
bonds  of  the  second  liberty  loan  converted  to  be  delivered  upon  such  conversions. 
Upon  conversion  of  registered  bonds  neiUier  change  of  ownership  nor  delivery  of 
coupon  bonds  will  be  permitted.  Roistered  bonds  will,  however.  l)e  delivered  upon 
conversion  of  coupon  bonds  if  written  request  therefor  be  submitted  with  request  for 
conversion.  Bonds  will  be  delivered  in  like  denominations  as  the  bonds  upon  the 
conversion  of  which  they  are  respectively  issued,  unless  written  request  for  delivery 
in  other  denominations  be  sul^mitted  with  request  for  couvei'sion. 

No  deliveries  of  4^  per  cent  bonds  of  the  first  liberty  loan  conv^ied  or  of  4^  per 
cent  bonds  of  the  second  liberty  loan  converted  will  be  made  before  July  1,  1918,  or 
such  later  date  as  may  be  determined  by  the  Secretar>^  of  the  Treasury^  In  respect 
of  any  bonds  surrendered  for  conversion  before  such  date  the  Federal  reserve  banks 
will  issue  appropriate  certificates  as  receipts  therefor.  Such  certificates  will  be 
inscribed  in  the  respective  names  of  bondholders  «igTi?ng  the  requests  for  conversion 
accompanying  the  tonds  so  surrendered.  Such  certificates  upon  surrender  th^^f  to 
the  Federal  reserve  banks  which  executed  liiem,  respectively,  will  entitle  the  persons 
■«diose  names  are  inscribed  thereon  to  deliver^^  after  July  1,  1918,  of  the  4J  per  cent 
bonds  to  be  issued  as  provided  in  this  circular  upon  conversion  of  the  bonds  so  sur- 
TOTdered.  Transfers  and  exchanges  of  4J  per  cent  registered  bonds  of  the  first  liberty 
loan  converted  and  of  4^  per  cent  regist^^  bonds  of  the  second  liberty  loan  con- 
verted will  not  be  made  before  August  1,  1918,  or  such  later  date  as  subsequently  may 
be  detomined  by  the  Secretaiy  <rf  the  Ttesmtf.  The  4^  per  cent  coupon  bcmda  at 
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the  first  liberty  loan  converted  will  have  four  interest  coupons  attached  covering  semi- 
annual interest  payments  maturing  December  15,  1918,  and  up  to  and  jncluding  June 
15,  1920,  and  the  4^  per  cent  coupon  bonds  of  the  second  liberty  loan  converted  will 
have  four  interest  coupons  attached  coverii^  semiannual  interest  payments  maturing 
November  15, 1918,  and  up  to  and  including  May  15, 1920.  On  and  after  June  15, 1920, 
and  May  15,  1920,  respectively,  the  respective  holders  of  such  bonds  should  surrender 
the  same  and  obtain  a  new  bond  or  bonds  having  coupons  attached  thereto  covering 
semiannual  interest  paymentb  up  to  and  including  the  respective  matmities  of  such 
bonds. 

TranspcNiiation  chaiges  upon  bonds  presented  for  convrasion  must  be  paid  by  the 
holders.  Coupon  bonds  to  be  delivered  upon  conversions  will,  after  July  1,  1918,  or 
such  later  date  a^:  may  be  determined  as  provided  above,  either  be  delivered  directly 
to  the  holders  of  the  bonds  surrendered  for  conversion  at  the  time  of  such  surrender,  or 
in  the  absence  of  other  written  instructions  and  remittances  to  cover  expenses,  will 
be  expressed  at  the  owners*  risk  and  expeoBe.  B^stered  bonds  to  be  ddivered  upon 
coitvemons  will,  after  July  1,  1918,  or  such  later  date  as  may  be  detammed  as  pro- 
vided above,  be  mailed. 

As  the  cost  of  transportation  of  coupon  bonds  by  express  is  greater  than  by  registered 
mail  insured,  holders  of  coupon  bonds  desiring  to  present  them  for  conversion  are 
advised  to  consult  with  their  own  banks  or  trust  companies,  for  arrai^ements  may  be 
made,  as  between  Federal  reserve  banks  and  incorporated  banks  and  trust  com- 
pames,  for  transportation,  to  and  from  Federal  reserve  banks  by  registered  mail 
insured,  of  the  bonds  to  be  converted  and  of  the  bonds  to  be  issued  upon  conversions, 
the  charges  in  each  case  to  be  paid  by  the  respective  holders  and  to  be  remitted  by 
the  incorporated  banks  and  trust  companies  to  the  Federal  Eeserve  banks.  Informa- 
tion concerning  any  such  arrangexnents  will  be  furnished  by  Federal  reserve  banks  to 
incorporated  banks  and  trast  companies. 

IV.  Adjustments  of  Interest  Upon  Coxveusions  of  4  Per  Cent  Convertible 
Gold  Bonds  of  1927-1942  of  the  Second  Liberty  Loan  in  Coupon  and  Kegis- 
TEKED  Form. 

All  4  per  cent  conpon  bonds  of  the  second  liberty  loan  surrendered  for  conversion 
mnst  have  conpon  maturing  November  15,  1018,  and  subsequent  coupons  attached. 
All  4-\  per  cent  bonds  of  the  second  liberty  loan  conv<3rted  to  be  delivered  upon  con- 
versions will  bear  interest  at  the  rate  of  4^  per  cent  per  annum  from  May  15,  1918. 

Holders  of  4  per  cent  bonds  of  the  second  liberty  loan  who  desire  to  present  and 
surrender  such  bonds  for  conversion  on  or  after  May  9,  1918,  but  before  iSky  15, 1918, 
for  the  purpose  of  obtaining  exact  adjustments  of  interest  as  of  the  respectiA'-e  dates 
upon  which  such  bonds  may  be  surrendered  for  conversion,  must  present  and  sur- 
render such  bonds  for  conversion,  as  provided  above,  on  or  after  May  9,  1918,  but 
before  May  15,  1918,  and  must  properly  fill  in  and  sign  the  form  of  request  for  exact 
adjustment  of  interest  appearing  upon  the  back  of  the  request  for  conversion.  In 
such  cases,  but  not  otherwise,  such  holders  will  receive  as  soon  as  such  payment  can 
conveniently  be  made  check  covering  the  difference  between  interest  upon  such 
bonds  at  the  rate  of  4  per  cent  per  annum  and  interest  thereon  at  the  rate  of  4^  per  cent 
per  annum  from  the  respective  dates  upon  which  such  bonds  shall  have  been  sur- 
rendered for  conversion  to  May  15,  1918,  in  acccodance  with  Int«^  Table  No.  1, 
printed  at  page  11  of  this  circuit.  Except  in  cases  where  exact  adjustments  of  in- 
terest are  requested,  as  pro\dded  above,  all  4  per  cent  bonds  of  the  second  liberty 
loan  presented  and  surrendered  for  conversion  before  May  15,  1918,  shall  be  deemed 
to  have  been  surrendered  for  conversion  as  of  May  15,  1918,  and  no  payments  to  adjust 
interest  will  be  made,  nor  will  any  such  payments  be  required  in  respect  of  such 
bonds  actually  surrendered  for  conversion  on  May  15,  1918.  Holders  of  coupon 
bonds  presented  and  surrendered  for  conversion  before  May  15, 1918,  should  detach 
and  cash  when  due  coupon  maturing  May  15,  1918.  Registered  owners  of  registered 
bonds  presented  and  surrendered  for  conversion  before  May  15,  1918,  will  receive  on 
May  15,  1918,  interest  thereon  at  the  rate  of  4  per  cent  per  annum  from  November  15, 

1917,  to  May  15,  1918.    .      ^  ^    ^  t 

Holdm  of  4  per  cent  bonds  of  the  second  hberty  loan  who  present  such  bonds  for 

conversion  after  May  15,  1918,  but  not  afteir  July  1,  1918,  must  pay  to  the  United 

States,  in  the  manner  provided  below,  the  difference  between  interest  at  the  rate  of 

4  per  cent  per  annum  and  interest  at  the  rate  of  4J  per  cent  per  annum,  from  May  15, 

1918,  to  the  respective  dates  of  conversion  upon  the  respective  face  amounts  of  such 
bonds  surrendered  for  conveision. 
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V.  ADJUSratBMTS   OF   INTEREST  UPON   CoX VERSIONS   OF  4   PER   CENT  CONVERTIBLE 

GoiiD  BoMBB  OF  1932-1947  of  thb  First  Liberty  Loan  Converted  in  Coupon 
Am  BsoiBTinBD  Fonir. 

All  4  per  cent  conpon  bonds  of  the  fir.st  liberty  loan  converted  surrendere<l  for  con- 
version must  have  coupon  matiu-iny;  Decenilior  15,  1918.  and  pubpequent  couj)ons 
attached.  All  4J  per  cent  bonds  of  the  first  liberty  loan  converted  to  be  delivered 
upon  conv^ons  of  4  per  cent  bonds  of  the  first  liberty  loan  converted,  wiU  bear 
interest  at  the  rate  of  4J  per  cent  per  annum  from  June  15,  1918. 

Holders  of  4  per  cent  bonds  of  the  first  libertv  loan  converted,  who  desire  to  present 
and  surrender  such  bonds  for  conversion  on  o/ after  May  9,  1918,  but  before  June  15, 
1918,  for  the  purpose  of  obtaining  exact  adjustments  of  interest  as  of  the  respective 
dates  upon  wfaicn  audi  bonds  may  be  surrendered  for  conversion  must  present  and 
surrender  such  bonds  for  conversion,  as  provided  above,  on  or  after  May  9,  1918,  but 
before  June  15,  1918,  and  must  properly  fill  in  and  si32:n  the  form  of  request  for  exact 
adjustment  of  interest  appearing  upon  the  back  of  the  request  for  conversion.  In 
duch  causes,  but  not  otherwise,  such  holders  will  receive  as  soon  as  such  payment  can 
conveniently  be  made,  check  covering  the  difference  between  interest  upon  such 
bonds  at  the  rate  of  4  peap  cent  per  annum  and  interest  thereon  at  the  rate  of  4  J  per 
cent  per  annum,  from  the  respective  dates  upon  whiA  such  bonds  shall  have  been 
surrendered  for  conversion  to  June  15, 1918.  in  accordance  with  Interest  Table  No.  2, 
printed  at  page  12  of  this  circular.  Except  in  cases  where  exact  adjustments  of 
interest  are  requested,  as  provided  above,  all  4  per  cent  bonds  of  the  first  liberty  loan 
converted  presented  and  surrendered  for  conversion  before  June  15,  1918,  shall  be 
deemed  to  have  been  surrendered  for  conv^sion  as  of  June  15, 1918,  and  no  payments 
to  ajust  interest  will  be  made,  nor  will  any  such  payments  be  required  in  respect  of 
such  bonds  actually  surrendered  for  conversion  on  June  15,  1918.  Holders  of  coupon 
bonds  presented  and  surrendered  for  conversion  before  June  15,  1918,  should  detach 
and  cash  when  due  coupon  maturing  June  15,  1918.  Roistered  owners  of  registered 
bonds  presented  and  surrendered  for  conversion  before  June  15,  1918,  will  receive  on 
June  15, 1918,  interest  thereon  at  the  rate  of  4  per  cent  per  annum  from  Dec^ber  15, 
1917,  to  June  15,  1918.  ir  mt  , 

Holders  of  4  per  cent  bonds  of  the  lirst  li])ortv  loan  converted  who  present  such 
bonds  for  conversion  after  June  15,  1918.  but  not"  after  Julv  1.  1918,  must  pay  to  the 
United  States,  in  the  manner  provided  below,  the  difference  between  interest  at  the 
rate  of  4  per  cent  per  annum  and  interest  at  the  mte  of  4i  per  cent  per  anniun,  from 
June  15, 1918,  to  the  respective  dates  of  conversion,  upon  the  respective  face  amounts 
of  such  bonds  surrendered  for  ccavemon. 

VI.  Adjustments  of  Interest  Upon  t'oNVEusiONS  of  3^  Per  Cent  Gold  Bonds 
OP  1932-^1947  OF  thb  First  Libkrtv  Loan  in  Coupon  and  Registered  Form. 

All  per  cent  coupon  bonds  of  the  first  liberty  loan  surrendered  for  conversion 
must  have  coupon  niaturinc:  Deceniher  15,  1918,  and  subsequent  coupons  attached- 
All  fl  per  cent  bonds  of  the  first  liberty  loan  converted  to  be  delivered  upon  con- 
versions of  bonds  01  the  first  liberty  loan  w  ill  bear  interest  at  the  rate  of  4i  per  cent 
per  annum  from  June  15, 1918. 

Inconvenience  resulting  from  awkward  adjustments  of  interest,  both  to  the  United 
States  and  to  holders  of  bonds  of  the  first  liberty  loan  will  be  avoided  if  such  holders 
who  desire  to  convert  their  holdings  effect  conversions  as  of  June  15,  1918.  As  the 
amounts  involved  in  exact  adjustments  of  interest  upon  conversions  of  bonds  of  tbe 
first  liberty  loan  presented  for  conversion  before  June  15,  1918,  in  many  instances 
will  be  insufficient  to  compensate  for  the  inconvezdence  connected  therewith,  such 
adjustments  will  not  be  made  unless  requested,  on  the  form  provided  f<Mr  tlusit  pur- 
pose upon  the  request  for  conversion,  as  provided  below,  and  except  in  such  cases 
all  8J  per  cent  bonds  of  the  fii-st  liberty  loan  presented  and  surrendered  for  conver- 
sion before  June  15,  1918,  shall  be  deemed  to  have  been  surrendered  for  conversion 
as  of  June  15, 1918.  Payments  to  the  United  States  to  adj  ust  interest  will  be  required 
on  all  conversions  of  3 J  per  cent  bonds  effected  after  June  15, 1918. 

.4.  Cnnvcrsioiis  of  31  per  cmt  coupon  and  registered  bonds  of  the  first  liberty  loan  as  of 
June  15,  79 IS. —To  effect  conversions  as  of  June  15,  1918,  per  cent  bonds  of  the 
first  liberty  loan  must  be  presented  and  surrendered  for  conversion,  aa  provided, 
above,  on  or  after  May  9,  1918,  but  not  after  June  15,  1918. 

B.  Conversions  of  Si  per  cent  coupon  and  registered  bonds  of  the  first  liberty  loan  on 
or  after  May  P,  1918,  but  before  June  15,  1918,  wiA  exact  adjustment  of  interM.~To 
effect  conversions  of  bonds  of  the  first  liberty  loan  surrendered  for  conversion  on  or 
after  May  9, 1918,  but  before  June  15, 1918,  with  exact  adjustment  of  interest  as  of  tbe 
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respoctn  e  dates  upon  which  such  bonds  may  be  so  surrendered,  holders  tlioreof  must 
present  and  surrender  such  bonds,  as  provided  abo\  e,  and  must  properly  lill  in  and 
ragn  the  form  of  request  for  exact  adjustment  of  interest  appearing  upon  the  back  of 
the  request  for  conversion,  and  in  such  cases,  but  not  otherwise,  such  holders  wiU 
receive  as  soon  as  such  payment  can  conveniently  be  made,  cuieck  covering  the 
difference  between  interest  upon  such  bonds  at  the  rate  of  3J  per  cent  per  annum 
and  interest  thereon  at  the  rate  of  4|  per  cent  per  annum  from  the  respective  dates 
upon  which  such  bonds  shall  have  been  surrendered  for  conversion  to  June  15,  1918, 
in  accordance  with  Interest  Table  No.  3,  printed  at  page  13  of  this  circular.  Holders 
of  coupon  bonds  surrendered  for  conversion  on  or  before  June  15, 1918,  should  detach 
and  cash  when  due  coupon  maturing  June  15, 1918.  Registered  owners  of  r^tered 
bonds  so  surrendered  m'iII  receive  on  June  15,  1918.  interest  thereon  at  Ifee  rate  of 
3J  per  cent  per  annum  from  December  15,  1917,  to  June  15,  1918. 

C.  Conversion  of  S\  per  cent  coupon  and  registered  bonds  of  the  first  lih  rtij  loan  ater 
June  15, 1918,  but  not  after  November  9, 1918,  with  payments  to  the  United  States  required 
to  adjust  interest.— To  effect  conversions  after  June  16,  1918,  but  not  after  November 
9,  1918,  3  J  per  cent  bonds  of  the  first  liberty  loan  must  be  presented  and  surrendered 
for  conversion,  as  provided  above,  and  the  holders  thereof  must  pay  to  the  United 
SUtes,  in  the  manner  provided  in  Subdivision  VII  of  this  circular,  the  difference 
between  interest  at  the  rate  of  3 J  per  cent  per  annum  and  interest  at  the  rate  of  4| 
per  cent  annum  from  June  15,  1918,  to  the  respective  dates  of  conversion  upon 
the  respective  face  amounts  of  such  bonds  in  accordance  with  Intca^est  Table  No.  4, 
printed  at  page  14  of  this  ciicular. 

Payments  required  to  be  made  to  the  United  States,  as  provided  in  this  cirttilar, 
to  cover  adjustments  of  interest  upon  bonds  of  the  iirst  liberty  loan  surrendered  for 
conversion  after  June  15,  1918,  are  necessary  to  reimburse  the  United  btates  for  un- 
earned interest  which  will  be  received,  either  upon  the  collection  of  coupons  or 
registered  interest,  by  holders  of  bonds  issued  upon  conversion  upon  the  next  interest 
date  after  conversion  is  effected,  for  the  period  prior  to  the  respective  dates  of  con- 
version.   For  example,  if  bonds  of  the  lirst  liberty  loan  should  be  converted  on  July 
15,  1918,  holders  thereof  on  December  15, 1918,  would  be  entitled  to  interest  at  the  rate 
of  only  3J  per  cent  per  annum  from  June  15  to  July  15,  1918,  though  at  the  rate  of  41 
per  cent  per  annum  from  July  15  to  December  15,  1918.   But  as  such  holders  will 
receive  4{  per  cent  bonds  of  the  first  liberty  loan  converted,  bearing  interest  at  the  ' 
rate  of  4]  per  cent  per  annum  from  June  15.  1918.  to  December  15.  1918,  payment 
must  be  made  to  the  Tnited  States  coverin*^  the  difference  between  interest  at  the 
rate  of  3^  per  cent  per  annum,  which  is  all  such  holders  are  entitled  to  for  the  period 
from  June  15  to  July  15, 1918,  and  interest  at  the  rate  of  4^  per  cent  per  annUm  for  such 
period,  which  such  holders  will  receive  upon  the  collection  of  coupons  or  roistered 
interest  due  December  15.  1918.    Similar  payments  are  also  required  to  adjustmterest 
in  respect  of  bonds  of  the  second  liberty  loan  and  of  the  lirst  liberty  loan  converted, 
when  presented  and  surrendered  for  conversion  after  May  15,  1918.  and  June  15,  1918, 
respectively,  but  not  after  July  1,  1918.    Similar  payments  are,  however,  not  required 
to  adjust  interest  in  respect  of  bonds  of  the  second  liberty  loan  or  of  the  first  liberty 
loan  converted,  presented  for  conveision  after  Ju^y  !,  1918,  because  the  act  of  Congress 
approved  April  4,  1918,  provides  in  effect  that  holders  of  such  bonds  presented  for 
conversion  after  that  date— for  example,  on  July  15. 1918— will  be  entitled  to  receive 
interest  at  the  rate  of  4^  per  cent  per  annum  from  May  15,  1918,  and  June  15,  1918, 
respectively. 

VII,  Mbthob  of  Making  Patmekts  to  Asav&t  Interest  Whenever  Required. 

All  payments  to  the  Tnited  States  required  or  provided  for  in  this  circular  must  be 
made  in  cash  or  by  post  office  or  express  money  order,  bank  draft,  or  certified  check 
collectible  without  exchange  at  the  place  where  conversion  is  to  be  effected,  and 
payable,  if  conversion  is  to  be  effected  at  the  Treasury  Department  in  Washington, 
to  the  order  of  'Treasurer  of  the  United  States  second  conversion  account,"  or,  if 
conversion  is  to  be  effected  at  a  Federal  reserA'e  bank,  payable  to    Federal  Reserve 

Bank  of  (Here  insert  name  of  city  in  which  bank  is  located)  second  conversion 

account/'  No  other  forms  of  payment  will  be  accepted.  ISuch  payments  must  be 
BOfflcient  to  cover  interest  up  to  the  date  when  such  payments  will  actuall  v  be  received 
at  the  place  wh&e  omveision  is  to  be  effected. 
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Vlli.  llfiCi;Rftfi.NT  Conversion  Privitece  of  35  Per  Cent  Bonds  of  the  Pibot 

Liberty  Loan. 

Holders  of  bonds  of  the  firet  liberty  loan,  who  do  jiut  present  an.l  surrender  tlie  same 

her'?"l  oTTiiri  ^^^^'^^T  "^1}^^^^  provisions  of  tW^  circular,  on  or  before  Novem- 
ber .».  191S        lose  once  for  all  the  conversion  ra-ivileffe  arisiniras  a  conseauence  of 
h.Mss„e  01  Ihe  b«nd«  of  tl,e  third  liberty  W.n.  or  of  the  issTni^^tdSal  Eds 

•  I'T'^V-       ^"'«^'<l>'<'"'  ■^''"•^^s  of  bonds  (not  incliidijicj  United 
fl^  ?^^?^  "1  "^d>;»Ji.edness  and  other  sh<.rt -term  oblijjatiojis ,  shall  l,e  iss,,,.!  by 

J5Lj.^«r  ^f}^  **  *  l?"^^'  ""^  of  interest  tlian  3^  per  cent  per  ann.ini  l.eiore  the 
tmnination  of  the  war  between  the  United  States  and  the  Imperial  German  (i.n  ern- 

'  t^niinatioii  to  be  fixed  by  a  proclamation  of  the  President  of 
^^^^''f'-  ^^'"^  l^Vl'l*^-'-^  ."f  any  bonds  ..f  the  first  liberty  loan,  in  respect  of 
which  the  present  conversion  privde-,.  sliall  not  liave  been  exercised,  shall  ]vive  the 
pnyilege,  at  any  tune  withm  six  montlis  after  the  issue  of  h(Ln<ls  ..f  sneh  -ubse-iuent 
senes  (the  date  of  such  issue  fo  be  fixed  by  prior  public  announcement  by  the  Serre- 
tai  J  ot  the  Treasury )  of  converting  theu-  bonds  at  par— upon  presentation  and  surrender 
thereot  with  all  unmatured  r.oupons.  at  the  Treasury  Department,  Washinffton,  or  at 
such  other  ag(>n<  ies  as  the  S,nTo;a-  y  ..f  the  Treasury  mav  designate  for  the  purpose 
and  upon  adjustnieut  01  accrued  intere.-t  to  the  date  of  r.on crsion-into  an  equal  par 
amount  of  bonds  beanng  such  higher  rate  of  interest.  a.ud  substantiallv  i  lentical  with 
•        ^I'l''.  «"/^«equent  seri^,  except  that  the  bonds  to  be  issued  upon  such 
Identical  with  the  bondS  of  the  fiiat  liberty  loan  as  1»  maturity  of 
pnncxpal  and  of  interest,  and  terms  <rf  redemptioa. 

IX.  NONRECUBBENT  CoNVEKSlOX  PRIVILEGES  OF  4  PeK  CeNT  BoXOS  OF  TlIF  FlUST 

L^N**^  CoNVEHTKD  AND  OP  4  Per  Ce.n  r  BoxDs  OF  THE  Second  Lihertv 

In  respect  of  any  4  per  cent  convertible  <rold  bonds  of  19.32-1947  of  the  first  liberty 
Itrnn  converted  and  ni  respect  of  a.uy  4  per  cent  convertible  <rold  bonds  of  19'7-f'l4-> 
of  second  hberty  loan  as  to  which  the  conx  ersion  privilege  arising  as  a  c.  .nseq  „<  .n.  e 
of  the  issue  of  bonds  of  the  third  liberty  loan,  shall  not  be  exercised  within  the  pie- 
scnbed  period,  in  accordance  with  the  provisions  of  this  cireular,  no  further  conver- 
sion privilege  «nll  arise  again  though  bonds  are  hereafter  issued  by  the  United  States 
bearing  mtereet  at  a  higher  rate  or  rates  than  4  per  cent  per  anaum. 

■X    DESCRiraON  OF  4i  PER  CENT  GOLD  Bo.NDS  OF  1932-1947  OF  THE  FiRST  LIBERTY 

Loan  Converted  to  be  Issled  (a)  Uprv  Covversioks  of  31  pee  cext  Gold 
Bonds  of  19.52-194/  of  the  First  Liberty  Loax  and  (b)  Upon  Con vbbmons  op 
4  per  cent  Convertible  Gold  Bonds  of  1932-1947  op  the  FmsT  luBmrx  Loan 

nor$Zo''ill^t^'^T^^J!L^^^^  ^  denominations  of  $50. 

SlOO  $500.  II  OQO,  $5,000.  and  $10  000    Bonds  registered  as  to  principal  and  interest 

in    5 100  0(.^   ^"p /^"«""»^<.''?"f  «t  -^5(1.  .SIOO.  $500.  $1,000,  $5,000.  $10,000,  J50  000 
and  .M 00.000.    Prm  ision  will  be  made  lor  the  interchange  of  bonds  of  different 
denoimuations  and  of  couijon  and  registered  bonds  and  forthe  transfer  of  re""tered 

K^e?Si^»TiL^^^^^^ 

The  bonds  ^nll  be  dated  May  9,  1918,  and  will  bear  interest  at  the  mte  of  41  per  cent 
^  1 Th  ^ ""^      ^^^^  P^y^^^^  semiannually  on  June  15  and  De<»m- 

Jtter  TnnJ^^  ™f  "'^'^""^       1«-17.  but  the  issue  may  be  redeemed  on  or 

™lM,-:»?r^  15,  1932.  in  whole  or  lu  mrt  at  par  and  accrued  interest,  on  three  months 
published  notice,  on  any  interest  jtay;  in  case  of  partial  redemption  the  bonds  to  be 
taS Tfl  T^^  determined  by  lot  by  sudi.method  as  may  be  prescribed  by  the  Secre- 
tai  >  of  the  Treasury  The  principal  and  interest  of  the  bonds  are  payable  in  Unit^ 
btatcs  gold  coin  of  the  present  standard  of  value.    The  bonds  ^  be  nS:ei"Se 

^    •'^^^^TPlv''"'^  ^     principal  and  interesi  from  all  taxation  now 
?-nit!^t  ""^T*      *^  State,  or  any  of  the  possessions  of  tbl 

I  n  ted  States  or  by  any  loc^  taxing  authority,  except  (a)  ^tate  or  Inheritance  taxes 
ancUA)  graduated  additional  income  taxes,  commonly  known  as  surtaxes  and  ex^! 
pi-ohts  and  war-])rof.t.s  taxes  now  or  hereafter  imposed  bv  the  United  States  unon 
the  income  or  profits  ol  individuals  jmrtuerships.  associations,  or  corporations"  The 
interest  on  an  amount  of  bonds  and  certificates  authorized  bv  the  act  of  Con-ress 

tSfsT"*  Sp*^"'^^^-^  J-^l^^'     ^  act  as  amended  by  the  act  approved  ApriU 
im,  the  pnnapal  of  which  does  not  exceed  in  the  aggr^ate  $5,000%wned  by  any 
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individual,  partnership.  a«8odation,  or  corporation,  ahall  be  exempt  from  the  taxes 

^"■^         S  ^^nS  entiHed  to  any  privilege  of  couversiou  into  bond. 

^o^t'tmfwMJE'hat-b      owned  by  any  person  conUnuously  forat  1^ 
six^fols  prt  to  the  date  of  his  death  and  wlU^Pon  ««a  date^c^^^^^ 

mMvTftf  ftnv  estate  or  inheritance  taxes  imposed  by  the  United  htates,  under  or  oy 

any  such  12  mont^'  period  shall  not  exceed  par  and  acaued  inteieet. 

XI  Deschiition  of  4}  Per  Cent  Gold  Bonds  of  1927-1942  o'' 

ERTY  I  ""  converged  TO  HE  IsSl  ED  UPON  CONVERSIONS  OF  4  PEE  CENT  CON- 

Gold  Bonds  of  1927-1942  op  the  Second  Libbrty  Loan. 

R«.«.r  honda  with  interest  coupons  attached  will  be  issued  in  denominati.ms  ..j 
,^,Ti'$?ot  an^lO.OOO.  ro^igered      ty-c.pal  -d 

redeemed  at  the  option  ol  thf^mtedStates  (^n  ^  ^^^^.^^ 

or  in  part,  at  par  and  accrued  intCTest,  «°  "^t^'^.^  p  e.^  ribe.  In  case  of 
given  in  such  manner  as  the  Secretarv  ot  ^J*- T^f .^J^^  method  as 

bear  the  circulation  pnvil^e.  ,   ,„.inf  in  il  md  interest  from  all  taxation  now 

The  bonds  shall     e-^^V^PV'n^TeV^ates  any^^^^^^^^^  the  possessionfl  of  the 

or  hereafter  iniposed  by  the  T  nited  ^^-^  es^^^  pxceot  o)  «tate  or  inheritance  taxes 

United  States,  or  bv  anv  local  taxing  authority,  except  ,i  pxress- 

L:d%)  graduated  additional  income  ^^^^S^S^SedT'he  uStec  sf^tt  upon 

profits  and  /fSiZls  PaXr^M^^^  oorporatioiis.  The 

the  income  or  profits  of        iduals  partner^^^  Congress 

■"S/b'SsIlt  A^tau^rf  iol  ^titled  to  my  privilege  ol  ca«™*»  int.  l»od. 

bearing  a  higher  rate  of  interest.  wreon  continuously  for  at  least 

Anv  of  the  bonds  which  ha^  ej.een  '^^  S  mZ  sm"  date  coVistitute  part 

SIX  nion.h.  prior  to  t^/^^^X^'dt^ul^^^^^  Secretary  of'the 

ol  his  estate,  sliall,  i»?<*^,"Pf.T^'|^J^^^  at  par  and  accrued  interest  in  payment 
'7r:?Xia^eSeK?et'xe^^^^  «)ates,  under  or  by  virtue 
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S5h  I2  SShs'  period  shaU  wrt  exceed  par  and  accrued  "^terest.^  ^^^^ 

Seereiary  of  the  Treancry. 


tPotm  L.  and  C.  25,  Loans  and  Cnrwm^y,  Treasury  Departanentl 

UBERTY  LO.VN— RBQOTSST  FOB  CONVBB8ION. 

Onlv  one  series  of  bonds  may  he  entered  on  thi.s  form,  and  separate  forms  must 
also  b4  used  for  (1)  coupon  bonds,  and  (2)  registered  bonds. 

Dated   l^^^. 

To  the  Sbckbtabt  of  thb  Tbeasuet. 
The  undersigned  herewith  presents  and  surrendeis— 

ner  cent  -^old  bonds  of  1932-1947  of  the  first  liberty  loan         .  ?  

4-p£  c^nt  c^nveSTgold  bonds  of  1932-1947  of  the  first  liberty  loan  con-  

4  peT^nV  conv^ibiegold  bonds  of  ■l927-1942  of  the  second  liberty  loan  

.J  coupon    \f<^^  and  requests  that  the  same  be  converted  into  an  equal  face  amovuit 

V'^'f^i'^^nt  eold  bonds  according  to  the  terms  of  Treasury  Department  Circular  No 
mrESlay  9  mt  lJUl  instructions,  if  any,  are  given  by  the  undersigned 

on  the  l>ack  hereof . 

\uto!n-ai>h  .-iirnature  of  holder  in  lull  ;V'"j": 

AddrW«.  number  and  street  {iuv  delivery  of  bonds)  

(  ity  or  town  * . 

County  : 

I  (a)  If  4  per  cent  bonds  of  the  second  liberty  loan  aafe  surrendered  for  wwycT^ ^ 
after  Julv  1  1918  or  (S^if  4  per  cent  bonds  of  the  first  liberty  loan  fonj^^i-ted  are 
s^nSecUor  c<;nv^aftJr  July  1.  1918.  the  execution  of  the  above  form  is  all 
that  i«  rej,."|ml.  ^         ^^^^      surimdered  for  conyerskm 

]„.fo,v  Mav  15  1918  or  (6)  if  4  per  cent  bonds  of  the  first  liberty  loan  converted  are 

er"d  t^r  conVersloi  bef Jre  Jmie  15,  1918.  or  (c)  if  3J  per  cent  bon  j  0, 
first  libertv  loan  are  surrendered  for  conversion  beiore  June  lo,  1918,  ^i"'^"^ /^'^^ 
aSjustoSnf  of  interest  is  requested,  the  execution  o.  the  ^^oye  form  ^lltha^ 
requirocl     If,  however,  exact  adjustment  of  interest  is  requested  m  any  case  the  form 
appearing  on  the  back  hereof  miist  be  executed.  mn version 

:    («)  li  4  per  cent  bonds  of  the  second  liberty  loan  are  surrendered  for  coua  ersion 
after  W  15.^1918,  but  not  after  July  1,  1918,  or  (h)  il  4  per  cent  bonds  of  the  first 
Ubertv  iJan  converted  are  surrendered  ^^^''^''^T  :"'n\iTu^^^^^^ 
after  julv  1.  or  (r)  if  ?A  per  cent  bonds  ol  the  first  li^^^^t^ ^"^V^ft^StofcSrf 

for  conversion  after  .Tune  15.  1918,  payment  must  be  made  to  AeUmt^Jte^^ 
the  amounts  required  to  adjust  interest.   The  form  covermg remittance  appeamg  on 

the  back  hereof  must  be  used.  ^  ■  ^      ^     ,  + 1.0  =i,fflpipnt  to  cover  such 

4.  Payments  whenever  required  to  adjust  interest  must  he  ^"ffi"?"*  \\f 
interest's  to  the  date  when  such  payments  will  he  actually  ''^^^l'^^^^ '^'^^^^ 
ofTonver^on     Such  payments  must  be  made  m  cash,  or  by  post  omce  or  express 
n  re  \Z?r  ban   drK^^  dieck  collectible  without exchsoigeatti^^^^^^ 

where  conve  s  on  is  to  be  effected,  and  payable  if  convemon  »  ^  be  e^ted  at  the 
■  Treasury  Department  in  Washington,  to  the  order  "  V  ^TTT  ft  n  Fedeml  reirve 
sec«adTonvSn  account. "  or,  if  conyei-sion  is  to  be         f'^.f^  ^^^^'^^^'^i.'^S 

Lank  navahle  to  '  Federal  reserve  bank  01  (  here  insert  name  ol  tity  wmcu 

ifl^i^i  seioni  conversion  account. "   No  other  forms  of  payment  wiU  be 

'TaU  registered  bonds  surrendered  for  conversion  must  be  assigned  to  "The  Sec- 

'^rttoSrSbS  5flf be3upon  conversion  of  coupon  bonds  if  the  form  ^ 
reque^CJ^stS  bonis  appearing  L  the  back  liereof  is  dul^^'Sri^S; 
{.onds  will  not  he  issued  upon  conversion  otjegistered  bo^«;ttOT^l^^^ondB 
be  is,sued  in  a  name  other  than  that  in  whicli  the  registered  iKHidB  6urreiKl«TOd  axe 

'"ISKng  forms  to  be  Woidy  for  giving  special  ins^^^^^^^ 
I.  If  regutered  bonds  are  desired  upon  convMHion  of  coupon  bonds,  use  tnis  lorm. 
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Beferrmgto  face  amount,  of  coupon  bonds  surrendered  herewith  for  cun- 
veiHion,  the  undersigned  hereby  requeste  the  issue  of  registered  bonds  inscribed  in 
the  name  of  (Mr   Mrs.,  or  mm)  (first  name  in  full)   (middle 

name  or  initial)  (last  name).  ^  V*™"**: 

^^^^{dtyf  ^^i'^®       address)  (number)  (street) 

Signature  of  person  signing  request  for  conversion  

II.  If  exact  adjustment  of  interest  is  desired,  use  this  form. 

♦I,       5™^  *         amount,  of  bonds  surrendered  herewith  for  conversion 

tne  undersigned  Jiereby  requests  that  exact  adjustment  of  interest  be  made  in  respect 
thereof  computed  from  the  date  of  receipt  hereof,  either  by  a  Fed^  reserve  iSmk 
or  by  the  Secretary  of  the  Treasury,  to— 

May  15,  1918,  in  case  of  4  per  cent  bonds  of  second  liberty  loan,  at  the  rate  of 

one-fourth  per  cent  per  annum. 
June  15,  1918,  in  case  of  4  per  cent  bonds  of  first  liberty  loan  converted,  at  the 
rat«  of  one-fourth  per  cent  per  annum. 

June  15.  1918,  in  case  of  3§  per  cent  bonds  of  flist  lib^  loan,  at  the  rate  of  fhree- 
iourths  per  cent  per  annum. 

Signature  of  i)erson  signing  request  for  conversion  

III.  If  3i  per  cent  bonds  of  the  first  liberty  loan  are  ])resented  for  conversion  after 
June  15,  1918,  this  form  must  be  used  in  remitting  accrued  interest. ^ 

Referring  to  §  ,  face  amount,  of  bonds  surrendered  for  conversion  herewith, 

the  undersigned  h^ewith  incloses  |  ,  being  amount  necessary  to  adjust  interest 

thereon  from  June  15, 1918,  to  1918,  in  accordance  with  Interest  Table  No.  4, 

appeanng  m  Treasnry  Department  ( ircular  No.  114,  dated  May  9, 1918. 

Signature  of  person  Boning  request  f^  amvessum  

IV   If  delivery  is  desired  of  bonds  in  a  different  denomination  or  denomination 

from  the  bond  or  bonds  surrendered,  use  tliis  form. 

Referring  to  i?  face  amount,  of  bonds  surrendered  for  conversion  herewith, 

the  undersigned  hereby  requests  delivery  of  bonds  upon  conversion  as  follows: 


Nuinlmr  of  bonds. 

Denomina- 
tions. 

Totel. 

$50 
SlOO 
S500 
$1,000 

¥5.000 
$10, 000 
3S50,000 
s  $100,000 

Total «  

«..:  

-  1 

Signature  of  person  signing  request  for  conversion 


Interest  Table  No.  l.—Ainonnts  ■payahle  by  the  United  States  to  adjifst  interest  upon 
conversions  of  4  per  cent  convertible  gold  bonds  of  19^7-1942  of  the  second  liberty  loan, 
presented  for  conversion  before  May  16,  1918,  into  4h  P^r  cent' gold  bonds  of  1927-1942 
of  the  second  liberty  loan  converted, 

|For  example  as  to  use  of  tab'e,  see  note  at  end  <tf  tMs  intm^^  table.] 


tHrte. 

Denominations. 

*r)0 

^^100 

$500 

$1,000 

$5,000 

iio,ooo 

$ao»ooo 

$100,000 

vm 

May  9  

saoo 

moo 

$0.02 

$0.01 

$a2i 

$0.41 

52.07 

S4. 14 

10  

,00 

.00 

.02 

.03 

.17 

.35 

1.73 

3. 45 

U  

.00 

.00 

.01 

.03 

.14 

.28 

1.38 

2.76 

12  

.00 

.00 

.01 

.02 

.10 

.?1 

1. 04 

2.07 

13  

.00 

.00 

.01 

.01 

.07 

.14 

.69 

^1.3S 

14  

.00 

.00 

.00 

.01 

.07 

.35 

.60 

'  A  similar  form  should  l)e  used  to  cover  remittances  when  required  to  adjust  interest  upon  4  per  cent 
bonds  of  the  second  Uberty  loan  and  of  tlw  &st  Mborty  loao  conmted,  bnt  in  moi&k  cases  uiterost  fhille 
No.  4  must  not  be  used. 

>  These  amoonts  most  be  the  same;  otherwise  reouest  may  be  disregarded. 

*  Coap«i  hoods  m  nol  issaed  ta  these  depomhrnflons. 
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Note,— To  ascertain  the  correct  amount  to  adjust  interest  upon  any  given  date, 
run  down  the  date  column  until  the  date  is  reached  upon  isrfuch  tiie  bonds  to  be 
converted  will  be  actually  surrendered  at  the  place  of  conversion,  then  run  across 
the  page  to  the  right  untilthe  figure  under  the  denomination  column  of  the  particular 
denomination  of  bonds  to  be  (  onverted  is  reached,  and  then  multiply  that  figure 
by  the  number  of  bonds  of  that  denomination  to  be  convCTted.  For  example,  to 
convert  on  May  12, 1918,  $10,000,  face  amount,  of  bonds  of  the  denomination  of  $1,000. 
each,  the  amount  to  be  paid  by  the  United  States,  as  shown  by  the  foregoing  interest 
table  to  adjust  interest  upon  a  SI  ,000  bond  being  i^0.02,  that  amount  must  be  multi- 
plied bv  10,  and  the  result  shows  that  a  payment  of  SO. 20  would  have  to  be  made  by 
the  United  States  to  adjust  interest  upon  conversion  of  such  bonds  upon  that  date. 

Interbst  Table  No.  2.— Amounts  payahle  by  the  Unit^  States  to  adjtust  interest  upon 
cmversnms  of  4  per  cent  convertible  gold  bonds  of  mt'W47  of  the  first  liberty  loan 
cmverUd,  presented  for  conversion  before  June  ISj  1918^  into  4^  per  cent  gold  bonds 
ofl9S£-1947  ofthefirU  liberty  loan  converted. 

[For  example  as  to  use  of  table  see  note  at  end  ol  this  interest  table.] 


I>0Eiominations. 


Date. 


1918. 

May  9  

10  

u  

12* 

IS  

14  

15  

16  

17  

18  

19  

ao  

21  

22  

23  

24  

25  

2ft  

27  

28  

21>  

30  

31  

June  1  

2  

3  

4  

S  

6  

7  

8  

9  

10  

11  

12  

13,.  

14  


$50 

$100 

$500 

$1,000 

$5,000 

$10,000 

850,000 

$100,000 

$0.01 

$0.03 

laia 

90.25 

$1.27 

$2. 54 

$12.  71 

$25.41 

.01 

.02 

.12 

.25 

1.24 

2.47 

12.36 

24.73 

.01 

.03 

.12 

.24 

1.20 

2.40 

12.02 

24.04 

.01 

.02 

.12 

.23 

1. 17 

2. 34 

11. 68 

23.35 

.01 

.02 

.11 

.23 

1.13 

2. 27 

11.33 

22.66 

.01 

.02 

.11 

.22 

1.10 

2.20 

10.99 

21.98 

.01 

.02 

.11 

.21 

1.06 

2.13 

ia65 

21.29 

.01 

.02 

.10 

.21 

1.03 

2.05 

laao 

20.60 

.01 

.02 

.10 

.20 

1.00 

1.99 

9.96 

19.92 

.01 

.02 

.10 

.19 

.96 

1.92 

9.62 

19.23 

.01 

.02 

.09 

19 

.93 

1.85 

9.27 

18.54 

.01 

.02 

.09 

.18 

.89 

1.79 

8.93 

17.86 

.01 

.02 

.09 

.17 

.86 

1.  72 

8.59 

17. 17 

.01 

.02 

.OS 

.16 

.82 

1. 65 

&24 

16.  48 

.01 

.02 

.08 

.16 

.79 

1.58 

7.90 

15.80 

.01 

.02 

.08 

.15 

.76 

1.51 

7.55 

15. 11 

.01 

.01 

.07 

.14 

.72 

1.44 

7. 21 

14.42 

.01 

.01 

.07 

.14 

.69 

1.37 

6.  '-7 

i:j.74 

.01 

.01 

.07 

.13 

.65 

1.30 

6.52 

13. 05 

.01 

.01 

.06 

.12 

.62 

1.24 

6. 18 

12.36 

.01 

.01 

.06 

.12 

.58 

1.17 

5.84 

11.68 

.01 

.01 

.05 

.11 

.  55 

1.10 

5.49 

10.99 

.01 

.01 

.05 

.10 

.52 

1.03 

5.15 

10.30 

.00 

.01 

.05 

.10 

.48 

.  98 

4.81 

.00 

.01 

.04 

.00 

.45 

.89 

4.46 

a.98 

.00 

.01 

.04 

.08 

.41 

.S2 

4.12 

8.24 

.00 

.01 

.04 

.08 

.38 

.76 

3. 78 

7.55 

.00 

.01 

.03 

.07 

.34 

.69 

3.43 

6.87 

.00 

.01 

.03 

.06 

.31 

.62 

3.09 

6.18 

.00 

.01 

.03 

.05 

.27 

.55 

2. 75 

5.49 

.00 

.00 

.02 

.05 

.24 

.48 

2.40 

4.M 

.00 

.00 

.02 

.04 

.21 

.41 

2.06 

4.12 

.00 

.00 

.02 

.03 

.17 

.34 

1.72 

3.43 

.00 

.00 

.01 

.03 

.14 

.27 

1.37 

2.75 

.00 

.00 

.01 

.02 

.10 

.21 

1.03 

2.06 

.00 

.00 

.01 

.01 

.07 

.14 

.69 

1.37 

.00 

.00 

.00 

.01 

.03 

•07 

.34 

.09 

Note.— To  ascertain  the  correct  amount  to  adjust  interest  upon  any  given  date, 
run  down  the  date  column  until  the  date  is  reached  upon  which  the  bonds  to  be  con- 
verted will  be  actually  surrendered  at  the  place  of  conversion,  then  run  across  the 
page  to  the  right  until  the  figiue  under  the  denomination  column  of  the  particular 
denoininati<m  bonds  to  be  converted  is  reached,  «ad  then  multiply  that  figure  by 
the  number  of  bonds  of  that  denomination  to  be  converted.  For  example,  to  convert 
on  May  12,  1918,  $10,000,  face  amount,  of  bonds  of  the  denomination  of  $1,000  each, 
the  amount  to  be  paid  by  the  United  States,  as  shown  by  the  foregoing  interest  table 
to  adjust  interest  upon  a  $1,000  bond  being  $0.23,  that  azoount  must  be  multiplied 
by  10,  and  the  result  shows  that  a  payment  of  $2  .30  would  have  to  be  made  by  the 
United  States  to  adjust  interest  upcm  eomesmm  of  audi  bmds  upon  that  date. 
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Interkst  Table  No.  S.~Araounts  payable  bg  United  States  to  adjust  interest  upon 
eonvenions  of  Si  per  cent  gold  bends  0/1982-1947  of  the first  Hbertg  loony  present^ for 
conversion  before  June  15,  1918,  mto  -fi  eeni  gold  banA  of  1982-1947  of  the  first 
liberty  loan  converted, 

[FcMT  example  as  to  use  of  table  see  note  at  end  of  this  iuterest  table.] 


Date. 


Mays. 

10. 

u. 

12. 

13. 

14. 

15. 

16. 

17. 

IS. 

19. 

20. 

21. 

22. 

^. 

SM. 

25. 

25. 

27. 

28. 

20. 

30. 

31, 
Jmiel. 
2. 

3. 

4. 

5. 

0. 

7. 

8. 

0. 

10. 

11. 

12.. 

13. 

14. 


1918. 


Dcnominatioiiii. 


S50 

1 

$100 

$500 

$1,000 

i 

$5,000 

$10,000 

$50,000 

nOOyOQO 

- 

$0.01 

%0.  OS 

.?0.'?8 

$0.76 

$3.81 

$7.62 

$38. 12 

$76.24 

.M 

.07 

.37 

.74 

3.71 

7.42 

37.09 

74.18 

.04 

.07 

.36 

.72 

3.61 

7.21 

36.06 

72.12 

.04 

.07 

.35 

.70 

3.50 

7.01 

35.03 

70.05 

.03 

.07 

.34 

.68 

3.40 

6.80 

34.00 

67.99 

.08 

.07 

.33 

.66 

3.30 

6.59 

32.97 

65.93 

.08 

.06 

.32 

.64 

3.19 

6.39 

31.94 

63.87 

.03 

.06 

.31 

.62 

3.09 

6.18 

30.91 

61.81 

.08 

.06 

.30 

.00 

2.99 

5-98 

29.  H8 

59.75 

.08 

.06 

.29 

.58 

2.88 

5. 77 

28.85 

57.69 

.08 

.06 

.28 

.50 

2.7S 

5.56 

27.82 

55.63 

.08 

.05 

.27 

.M 

2.68 

5.36 

26.79 

53.57 

.08 

.05 

.26 

.52 

2.58 

5. 15 

2.5.76 

51.51 

.02 

.05 

.25 

.49 

2.47 

4.95 

24.73 

49.45 

.02 

.05 

.24 

.47 

2.37 

4.74 

23.70 

47.39 

.02 

.05 

.23 

.45 

2.27 

4.53 

22.f'6 

45  33 

.02 

.01 

.22 

,43 

2. 16 

4. 33 

21.63 

43.27 

.02 

.04 

.21 

.41 

2.06 

4.12 

20.60 

41.21 

.02 

.04 

.20 

.39 

1.96 

3.91 

19.57 

39. 15 

.02 

.04 

.19 

.37 

1.85 

3.71 

18.54 

37.09 

.02 

.04 

.18 

.35 

1.75 

3.50 

17,51 

35.08 

.02 

.08 

.16 

.33 

1.65 

3.30 

16.48 

32.97 

.02 

.03 

.15 

.31 

1. 55 

3.09 

15.45 

30. 91 

.01 

.03 

.14 

.29 

1.44 

2,88 

14.42 

28.85 

.01 

.03 

.13 

.27 

1.34 

2.68 

13.39 

26.79 

.01 

.02 

.12 

.25 

1.24 

2.47 

12.36 

24.73 

.01 

.02 

.11 

.23 

1.13 

2.27 

11.33 

22.66 

.01 

.02 

.10 

.21 

1.03 

2.06 

10. 30 

20.60 

.01 

.02 

.09 

.19 

.93 

1.85 

9.27 

18.54 

.01 

.02 

.08 

.16 

.82 

1.65 

8.24 

16.48 

.01 

.01 

.07 

.14 

.72 

1.44 

7.21 

14.42 

.01 

.01 

.06 

.12 

.62 

1.24 

6.18 

12.36 

.01 

.01 

.05 

.10 

.52 

1.03 

5.15 

10.30 

.00 

.01 

.04 

.08 

.41 

.82 

4.12 

8.24 

.00 

.01 

.03 

.06 

.31 

.62 

3.09 

6.18 

.00 

.00 

.02 

,04 

.21 

.41 

2.06 

4. 12 

.00 

.00 

M 

.02 

.W 

.21 

1.08 

2.06 

NoTB. — To  ascertain  the  correct  amount  to  adjust  interest  upon  any  given  date,  run 
down  the  date  column  until  the  date  is  i^eadied  upcm  which  the  bonds  to  be  omverted 

will  be  actually  surrendered  at  the  place  of  conversitm,  and  ttien  across  the  page  to  the 
ridit  until  the  figure  under  the  denomination  column  of  the  particular  denomination 
of  bonds  to  be  converted  is  reached,  and  then  multiply  that  figure  by  the  number  of 
bonds  of  that  denomination  to  be  converted.  For  example,  to  convert  on  May  12. 
1918,  $10,000,  face  amount,  of  bonds,  of  the  denomination  of  11,000  each,  the  amount 
to  be  paid  by  the  United  States,  in  cases  where  exact  adjustment  of  interest  is  re- 
quested, as  diown  by  the  foregoing  interest  table,  to  adjust  interest  upon  a  $1,000 
bond,  being  i?0.70,  that  amount  must  be  multiplied  by  10.  and  the  result  shows  that 
a  payment  of  §7  would  have  to  be  made  by  the  United  IStates  to  adjust  interest  upon 
conversion  of  such  bonds  upon  that  date. 
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Interest  Table  No.  A.— Amounts  required  to  he  paid  to  the  United  States  to  adjust 
interest  upov  conversions  of  S\  per  cent  gold  bonds  of  19-32-1947  of  the  first  liberty  loan, 
presented  for  conversion  after  June  15,  1918,  into  4{  per  cent  gold  bonds  of  1982-1947 
of  the  first  liberty  loan  converted. 

[For  esuaple  as  to  use  ol  table  see  note  at  end  of  this  interest  table.] 


June 


July 


Aug. 


Denominations. 


150 

SlOO 

$500 

$1,000 

$5^ 

1918. 

$0.00 

«U.  00 

•A  At 
lU.  Ol 

•  .US 

in  in 

.00 

.  00 

no 

fiA. 

Oft 

•00 

.01 

•  OJ. 

.00 

•in 

(11 

41 

.01 

.  01 

ns 
•  Uo 

in 

^1 

•  91 

■  01 

,  01 

.  Ud 

io 

.  \.£ 

.  Ol 

.01 

.  01 

A"? 

.  07 

1  A 
.  14 

79 

23  

.01 

.02 

.Oo 

1 A 

*  o£ 

.01 

.02 

•  OB 

.  lo 

QO 

.01 

.  02 

.  10 

on 

,01 

.02 

.  11 

no 

.23 

1.  lo 

.01 

.02 

.  12 

.  25 

1.  £6 

28  

.01 

.  03 

.  13 

X.ao 

.01 

.  03 

.  14 

1.49 

.02  ! 

.  03 

.  15 

.  ol 

1. 1  >4 

.02 

.03 

.16 

2  

.02 

.03 

.17 

.35 

1.  *4 

.02 

.04 

.18 

.61 

1  HA 

.02 

.04 

.19 

.02 

.04 

.20 

.41 

2.05 

6  

.02 

.04 

.22 

.43 

/.  10 

.02 

.05 

.2!l 

.45 

O  OS 

.02 

.05 

.24 

.47 

.02 

.05 

.25 

.49 

O 

Z-  40 

.08 

.05 

.26 

.51 

on 

11  

.03 

.05 

.27 

.53 

.03 

.06 

.28 

.55 

A  ft 

2.77 

..03 

.06 

.29 

.57 

.03 

.06 

.30 

.  59 

.03 

.06 

.31 

.61 

O  AT 

.03 

.06 

.32 

.64 

O.  Io 

.03 

.07 

.33 

.66 

3.Zo 

.03 

.07 

.34 

.08 

.03 

.07 

.3o 

'*A 

.  lO 

O.4o 

.04 

.07 

.36 

.  il 

.04 

.07 

.3/ 

.  <4 

o.  W 

.04 

.08 

.38 

.  7d 

O.  tTi 

23  

.04 

.08 

.39 

**c 
.  to 

Q  QO 

o.Inl 

.04 

.08 

.40 

UA 

.oO 

A.  -  t^J 

25  

.04 

.08 

.41 

A  in 

4.  Ill 

.04 

/AO 

.08 

.42 

Oil 

A  9ft 

.04 

AO 

•  'to 

86 

4  30 

.04 

.09 

.44 

.88 

4.41 

.05 

.09 

.45 

.90 

4.51 

.05 

.09 

.46 

M 

4.01 

.05 

.09 

.47 

.94 

4.71 

.05 

.10 

.48 

.96 

4.82 

.05 

.10 

.49 

.98 

4.92 

3  

.  .05 
.05 

.10 
.10 

.50 
.51 

1.00 
1.02 

5.02 
5.12 

S  

.05 

.10 

.52 

1.05 

5.23 

6  

.05 

.11 

.53 

1.07 

5.33 

7  

.06 

.11 

.54 

1.00 

5. 43 

.06 

.11 

.55 

1.11 

5.53 

.06 

.11 

.56 

1.13 

5.64 

10  

.06 

.11 

.57 

1.15 

5. 74 

11  

.06 

.12 

.58 

1.17 

5.84 

12  

.06 

.12 

.59 

1.10 

5.94 

.06 

.12 

.60 

1.21 

6.05 

.06 

.12 

.61 

1.23 

6. 15 

15  

.00 

.13 

.62 

1.25 

6.25 

10  

.06 

.13 

.64 

1.27 

6.35 

17  

.06 

.13 

.65 

1.29 

6.45 

.07 

.13 

.66 

1.31 

6.56 

10  

.07 

.13 

.67 

1.33 

6.66 

20  

.07 

.14 

.68 

1.35 

6.76 

.07 

.14 

.69 

1.37 

6.86 

.07 

.14 

.70 

1.39 

6.97 

as  

.07 

.14 

.71 

1.41 

7.07 

u  

.07 

.14 

.72 

1.43 

7.17 

.07 

.15 

.73 

1.45 

7.27 

$10^000 


$50,000  I  $100,000 


90.20 

.41 

.61 
.82 
1.02 
1.23 
1.43 
l.(>4 

I.  84 
2. 05 
2. 25 
2. 46 
2.66 
2.87 
3. 07 
3-28 
3.4S 
3.69 
3.89 
4.10 
4.30 
4.51 
4.71 
4.92 
5.12 
5.33 
5.53 
5.74 
0.94 
6.15 
6.35 
6.56 
6.76 
6.97 
7.17 
7.38 
7.58 
7.79 
7.99 
8.20 
8.40 
8.61 
8.81 
9.02 
9.22 
9.43 
9.63 
9.84 

10.04 
10.25 
10.45 
10.66 
10.86 

II.  07 
11.27 
11.48 
11.68 
11.89 
12.09 
12.30 
12.50 
12.70 
12.91 
13.11 
13.32 
13.52 
13.73 
13.93 
14. 14 
14.34 
14.65 


$1.02 

2. 05 
3. 07 
4.10 
5wl2 
6ul5 
7. 17 
8.20 
9.  22 
10. 25 
11.27 
12. 30 
13.32 
14.34 
15.37 
16.39 
17.42 
18.44 
19.47 
20.49 
21.52 
22. o4 
23.57 
24.59 
25.fi4 
26.61 
27.66 
28.69 
29.71 
30. 74 
31.76 
32.79 
33.  SI 
34.84 
35.86 
36.89 
37.91 
38.93 
39.96 

40. 

42.01 

43.03 

44.06 

45.08 

46.11 

47.13 

48.16 

49.18 

50.20 

51.23 

52.25 

53.28 

54.30 

55.33 

56.35 

57.38 

58.40 

50.43 

60.45 

61.48 

62.50 

63.52 

64.55 

65.57 

66.60 

67.62 

68.65 

69.67 

70.70 

71.72 

72.75 


S2.05 

4. 10 
6. 15 
&20 

ia25 

12.90 
14.34 

16.39 

18.44 

20.49- 

22.54 

24.59 

26.64 

28.69 

30. 74 

32.79 

34.84 

36.89 

3K.«t 

40  98 

43  . 

45  OS 

47.13 

49.18 

51.23 

.53.28 

55.33 

57.38 

59.43 

61.48 

63.52 

65.57 

67.62 

69.67 

71.72 

73.77 

75.^ 

77.87 

79.92 

81.97 

84.02 

86.07 

ss.u 

90.16 
92.21 

94.26 
96.31 
98.36 
100.41 
102  46 
104.51 
106.56 
108.61 
110.66 
112. 70 
114.75 
116.80 
118.85 
120.90 
122.95 
125.00 
127.05 
129.10 
131. 15 
133.20 
135.25 
137.30 
139.34 
141.39 
143.44 
MS.  40 
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Interest  Table  No.  4. — Amounts  required  to  be  paid  to  the  United  States  to  adjus 
interest  upon  eonversions  of  S\  per  eent  gold  bonds  of  19-i2-1947  of  the  first  liberty  loan 
presented  for  con  version  ajter  June  15,  191S,  into  4i  p^f  cent  gold  bonds  of  19S2-1947 
of  the  first  liberty  loan  converted — Continued. 

[For  fixipa^  as  to  use  of  talde  M*  Mto  «k  <md  <tf  this  tDt^^ 


Demmiinattas. 


- 

•111  Ann 

$0. 07 

$0. 15 

SO.  74 

$1.48 

S7.38 

$14. 75 

$73.  77 

$147.54 

27  

.07 

.15 

.75 

l.SO 

7.48 

14.96 

74.80 

149.50 

.08 

.15 

.76 

1.52 

7.58 

15. 16 

75.82 

151.64 

29  

.08 

.15 

.77 

1.54 

7.68 

15.37 

76.84 

153.69 

30  

.08 

.  16 

.78 

1.56 

*.79 

15.57 

n.S7 

155.74 

.08 

.16 

.79 

1.58 

7.89 

15. 78 

78.89 

157.79 

Sept.  1  

.06 

.16 

.  80 

1.60 

7.99 

15.98 

70.92 

159.84 

.  08 

.10 

.  81 

1. 62 

8. 09 

16. 19 

80.94 

161.89 

.  08 

.16 

1. 64 

8.  20 

lb.  39 

81.97 

163.93 

.  08 

.  17 

.  83 

1. 66 

8. 30 

16. 60 

82.99 

165.98 

-08 

.  17 

OA 

.84 

1.68 

8.40 

16.80 

84.02 

168.03 

.09 

.  17 

.  85 

1.70 

8.50 

17.01 

85.04 

170.08 

.09 

.  1/ 

.  8o 

1.  72 

8. 61 

17.  21 

86. 0/ 

172. 13 

.09 

.17 

0"T 
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Intbrbot  Table  ^O. Amounts  required  to  be  paid  to  the  United  States  lo  adjust 
7r  '^'^'i^  i  -^"^r       9oMbond^  0/1932-1947  of  the  first  liberty  loan, 


[For  example  as  to  use  Of  teWe  see  note  at  end  Of  this  intorost  table.] 


Date. 

Denominations. 

$50 

$100 

$500 

S1,000 

$5,000 

$10,000 

$50,000 

l«8. 



Kov.  5  

10. 

15 

•0;39 

$1. 

47 

$2.93 

$14.65 

$29.30 

$140.52 

6  

* 

15 

.30 

1. 

48 

2.95 

14.  75 

29. 51 

147.54 

$293.03 
295.08 

7  

15 

.30 

1. 

49 

2.97 

14.86 

29.71 

148. 57 

297.13 

8  

■ 

15 

.30 

1. 

.50 

2.99 

14.96 

29. 92 

149. 59 

299.18 

• 

15 

.30 

1. 

51 

3.01 

15.06 

30.12 

150.61 

301.23 

r,^^l:^iL  A  T^y  ^^'^       -f*  f^".""*      ^j^^^t  "Pon  any  given  date, 

run  down  the  date  column  until  the  date  is  reached  upon  which  the  hon^  tohk 

^verted  will  be  actually  surrendered  at  the  place  of  conversion  then  mn  a™ 

the  page  to  the  right  until  the  figure  under  the  denomination  co  um^  o7the  mr- 

ticular  de^iomination  of  bonds  to  be  converted  is  reached,  and  then  multiply  that 

figure  by  the  number  of  bonds  of  that  denomination  to  be  converted    fSt  e^^ple 

il  ^       "ti-^"'-^  ^'  ^t^"  bonds,  of  thedenomiJS  S 

*  tlie  amount  required,  as  shown  by  the  fore-oing  interest  table  to  adinst 

?h!^lt^''  *  *AT         being  $0.49,  that  kmount  must  be  LSpS  bv  10  and 

2^»^^*^J^^.^^^l^^i^  "'"^^  t«  United  Stat^  to  adS 
intasest  u]>6B  oonveiam  ci  such  Ixmdfl  upon  that  date.  «ujuou 


Statement  re  Dsfgrrbd  Payxbnt  of  Taxbs. 

Secretary  McAdoo  authorized  the  foUowing  statement: 

1  he  agitation  in  favor  of  legislation  to  authorize  the  payment  of  income  and  excew 
profi  s  taxes  in  deterred  installments  is  doing  inuchK  i  w  reveuu^^ 
i^wium^';  '  I'""'""  ''/''^"i  -"-'-^d  payment  of  these  ^toT^^^ 
TwS^  o^^L^i'''^ 'luthonzed  the  Secretary  of  the  Treasury  to^e 
rreasury  certificates  of  indebtedness  acceptable  in  pavment  of  these  taxer  The 
Tr^ury  Department  adjustedits  plans  to  thia  law.    Taxpayers  iXe  to  a  7ery 

J  ^arb  000  000  Sr'^^^^  ^^"^  certificates  of  indebtedness  to  th?  amount 
ul  n(ail>  .5J  000  000,000  maturing  in  June  have  been  issued  aBd-Brttfrat  reSfflfthnw- 
fourths  ot  which  hav,.,  it  is  believed,  been  purchased  bv  taWyS^  IndbanK 
preparation  for  these  tax  payments.  The  minimum  amount  of  fl"  *hin  uSrt^ 
r;if"T*^*  P^'^ent.of  installments  upon  bond  v^nSV^^^ 

by  tlie  Treasury  Department  with  careful  r^  to  the  requirement  of  the  law  for 
the  payment  oi  the  iiKN.me  and  excess  proffta  taxes  in  June  or  ^n«.  Lvltv 

^nHlT.'  TJ  ''^"'"^^^^^^  installment  payment o^  subJ^>tK^  defend 

K  /""i^      '^^^  ^^ti°^'^  f'^-^       payment.    The  receipts  froiJ^e  libSv 

full  are  not  likely  to  be  more  than  suflicient  to  meet  the  excess  of  current  disburse 
ments  over  receipts  for  that  month  toeether  with  th<»  SI  nnn  nm  nm  if  ^^^"'^^^^^ 
certificates  of  indebtedness  which  maS:  in  C 

Sctd  Z  amouni  ol  fife  1  tax^^aS  in  l^^i^t 

lo  permit  the  deferred  payment  of  the  income  and  excess  profits  taxes  wonlH 
t"he  Tref"  ^  n '"^f      -^""^     '^'^'''y  Certificates  to  TpShiStive  amount  and 

ThI  SS^i^L^^^t  i-  "^"^"T,"  ^''^  P^'^P^  payment  of  these  taxes  in  June. 

ine  IT^ry  ctoi  not  finance  the  requirements  of  the  war  if  only  Treasury  obli<^a 
tions  are  to  have  definite  maturities.  ^The  June  tax  payments  can  be  made  I  am 
certain   without  embarrassment  or  serious  incouvemW  to  tixpayerr  and  thS 
they  should  b  .  paid  prompt!:,  when  due  is  of  the  utmcSpSrS  to  Sie 

beSed  wiH^'J/^'  -^'^^^  fall   when  another  liberty  loin  S  W  to 

be  issued,  wiU  add  new  complications  to  the  situation.   I  earnesUy  hope,  thSef^ 
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that  further  agitation  may  cease  and  that  everyone  will  cooperate  in  the  patriotic 
to  be  pSmed?  ^       P^^^*"*  *^  ^^^^^  duty 

STATEMBKT  RB  TAX  RETURNS. 

Statement  hy  Secretary  McAdoo: 

1  am  satisfied  that  the  arrangements  which  have  been  made  hv  the  Treasury  Depart- 
ment for  the  redeposit  with  qualiHed  depositary  banks  of  hicome  and  excess-profit- 
tax  payments  and  for  the  payment  of  such  taxes  by  th(^  surrender  of  Treasury  c  ert i- 
hcates  of  indebtedness  (which,  to  the  amount  of  $1,600,000,000,  were  issued  and  sold 
in  anticipa  ion  of  these  taxes),  are  sufficient  and  will  be  effective  to  prevent  financial 
strain.    All  tax  checks  will  go  into  the  hands  of  the  Federal  reserye  banks  \\  hich  haye 
instructions  to  make  deposits  throughout  the  United  Slates  proportionately  With- 
drawals of  such  deposjjts  will  be  made  as  gradually  as  the  ex])enditines  of  the  United 
States  will  permit.   The  transaction  will  thus  be  handled  like  a  liberty  loan  pay- 
ment as  nearly  as  the  circumstances  will  permit.   The  amount  of  the  payment  on  tie 
second  liberty  loan  made  on  November  15  was  about  $2,400,000,000.    The  amount 
ol  tne  payment  on  the  third  liberty  loan  made  on  May  9  was  about  $2  600  000  000 
ine  estimated  amount  of  the  income  and  c  xcess-prolits  tax  payments  is  $2  775'000'000 
of  which  nearly  ^,000,000  has  already  been  paid.    The  Federal  re8er^  e  banks' 
which,  under  the  direction  of  the  Treasury  Department,  have  so  successfully  handleci 
these  great  liberty  loan  payments  without  financial  disturbance  or  money  strinc^eiicy 
will  no  doubt,  be  able  to  accomplish  the  same  thing  in  connection  with  the  tax  paV- 
menta    liiere  is  no  occasion  whatever  for  apprehension  nor  for  the  curtailment  of 
^^m«at  banking  institutions  of  the  country  on  account  of  the  impending 

(Thereupon  at  11.55  the  committee  took  a  recess  until  2.30  p.  m:.'> 


